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WESTAR MINING LTD. is a diversified Canadian energy company which Westar — 
produces and markets coal, operates a major west coast coal port, and Mini Ltd 
produces and explores for oil and gas in the United Kingdom sector of the — ining : 
North Sea. Corporate © 
The Company is Canada’s largest producer of metallurgical coal, which Profil 
is used in the manufacture of steel, and a supplier of thermal coal to over- roTie — 
seas power plants and specialized industries. . 
Its Balmer Operations include a surface mine and two Ra oraad 
mines near Sparwood in southeastern British Columbia. The Company’s 
new Greenhills surface mine is located about 40 kilometres to the north of 
Balmer. Coal sales and customer relations are handled by a marketing — 
subsidiary, Westar Mining International Ltd. Through Westshore 
Terminals Ltd. , ‘a wholly-owned subsidiary, Westar Mining also operates 
‘the largest bulk loading terminal on the west coast of North America at 
Roberts Bank, B.C. Another subsidiary, Westar Engineering Ltd. provides 
consulting and management services in the fields of general engineering, » 
mining technology and computer services. . 
The Company has a 7.7 percent interest in oil and gas properties in the 
North Sea, which include the producing South Brae field. A second field 
known as North Brae is currently undergoing development. 
Westar Mining is owned 67 percent by British Columbia Resources - 
Investment Corporation of Vancouver, B.C. and 33 percent by Mitsubishi 
Corporation and nine Japanese coal consumers. It has approximately 2,000 
holders of preferred shares. 
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1983 1982. % Change 
Thousands of dollars 
Revenue $ 465,426 $ 431,844 8 
Net earnings — before 
extraordinary items 60,656 51,380 18 
Funds provided by operations 137,818 115,655 19 
Working capital 27,078 9,538 184 
Capital expenditures 180,729 365, 750 (51) 
Total assets E207423 1012523 19 
Total long-term debt . 697,044 639, 488 9 
Employment costs 1035223 107,633 (4) 
Number of employees 2,103 2,391 (12) 
Coal shipments — Thousand tonnes: : 
Metallurgical coal 5,663 4,955 14 
Thermal coal ae. 507 478 6 


Tonnage figures in this report are expréssed in metric tons (tonnes) of 2,204.6 pounds. 
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1983 WAS A HIGHLY SUCCESSFUL YEAR of growth and expansion for } Management's 
Westar Mining Ltd. In spite of price and volume reductions for its coal Revi ew of 
exports, the Company maintained firm control over its financial results by ; 5; 
cutting back on operating costs and increasing productivity levels at all | Operations 
operations. At the same time, it brought three major investments in the : 
energy field into operation during the year to provide additional sources of 
long-term revenue for the Company. 

Total revenues increased by 8 percent from the previous year to 
$465.4 million. Funds provided by operations rose by 19 percent to $137.8 
million during 1983 compared to $115.7 million the preceding year. 
Consolidated net earnings before extraordinary items were $60.7 million in 
1983, compared to $51.4 million in 1982. Earnings after extraordinary 
items in 1983 were $60.7 million, compared to $72.8 million in 1982. 


Earnings from 1979 
continuing 1980 


operations 1931 70.5 


(millions of dollars) 1982 


An oversupply of coal competing for world markets coupled with 
reduced demand from Japanese and other steel producers resulted in 
depressed market conditions for virtually all Canadian coal exporters 
during the year. However, the Company took a number of corrective steps 
to cut back its production levels and operating costs and turn what wasa 
difficult year into a profitable one for the Company. 

The Balmer surface mine’s operating plan was altered to take into 
account the reduced volumes of metallurgical coal required by overseas 
customers. This was achieved by modifying mine production rates as well 
as by a six-week mine shutdown early in the year and a further four-week 
shutdown in the summer of 1983. In addition, lagging markets forced 
Balmer to reduce work schedules, introduce a temporary work-sharing 
program and reduce its overall workforce by about 400 employees. 

Shipments of metallurgical and thermal clean coal increased to 
6.2 million tonnes in 1983 from 5.4 million tonnes the previous year as the ~ 
Greenhills Mine came into operation. Balmer Operations shipped 
9.3 million tonnes and Greenhills a total of 850,000 tonnes during 1983. 


Total coal 
shipments 


(millions of tonnes) 


By far, the highlight of the year was the completion of three major 
capital projects in British Columbia and overseas. These include the 
completion of the new Greenhills Mine, expansion of the shipping capacity 
of Westshore Terminals, and the start of oil production from the South 
Brae field in the North Sea. Together, these projects represent an 
investment of about $800 million. 


Capital 1979 ees £1164 
expenditures 1980. ee 95 6 
(millions of dollars) 1981 Eee ee 
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Through its 7.7 percent investment in the Brae Field in the United 
Kingdom sector of the North Sea, Westar Mining is participating in the 
exploration and development of a very significant oil and gas project. The 
South Brae reservoir, with proven reserves of recoverable oil and natural 

gas liquids estimated by the operator, Marathon Oil at 300 million barrels, 
began preducing on July 12, 1983. The South Brae is due to reach its peak 
production rate of 112,000 barrels of oil and natural gas liquids per day in 
the second quarter of 1984. Westar Mining is entitled to the proceeds from 
- about 15,000 barrels per day, which includes a portion of the proceeds from 
Bow Valley’s share arising from a carried interest obligation. 

_. During 1983, the members of the consortium which developed the 
South Brae field received approval from the U.K. government to proceed 
with a similar development in a reservoir about 12 kilometres to the north. 
Design work has begun on the production platform for this North Brae 
field, which has total recoverable reserves estimated to be 200 million 
barrels of condensate and 600 billion cubic feet of natural gas. 

In September, 1983 the Company officially opened its new $300 million 
Greenhills Mine near Elkford, B.C. This highly sophisticated mine 
represents a major achievement during 1983 for Westar Mining, which 
owns 80 percent, and its joint venture partner, a wholly-owned subsidiary 
of Pohang Iron and Steel Company Limited of South Korea, which owns the 
remaining 20 percent. 

The Company now has the added flexibility to fully develop new 
markets for thermal coal, which is used in power generation and other 
industrial uses. This in turn allows Westar Mining to diversify its traditional 
reliance on metallurgical coal, which is subject to cyclical business 

conditions in the world steel industry. 


Located about 40 kilometres north of Balmer Operations, the 
Greenhills Mine is expected to ship about 2.6 million tonnes of coal in 1984, 
its first full year of operations. This total will be made up of 1.6 million 
tonnes of metallurgical coal and 1.0 million tonnes of thermal coal. Before 
the mine began production, contracts were signed with customers in Japan, — 
South Korea, Taiwan, Hong Kong, and Denmark. Additional contracts are 
currently being sought. 

The third significant capital project nearing completion in 1983 was the 
expansion of the Company’s coal port at Roberts Bank, south of 
Vancouver. Westshore Terminals Ltd. is a wholly-owned subsidiary 
providing unloading and loading facilities for Westar Mining and six other 
coal mines in southeastern B.C. and Alberta. The increase in handling 
capacity to 22 million tonnes from 12.5 million tonnes helps maintain the 
port’s reputation as a highly efficient shipper and the largest bulk loading 
terminal on the Pacific Coast of North America. 

During 1983, total shipments of coal from the port were a record 
11.8 million tonnes and will likely increase to about 16 million tonnes in 
1984. 


Westshore Terminals 1979 
total shipments 4980 
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A number of internal and external developments also combined to 
change the public perception of Westar Mining during 1983. 

The Company offered its first issue of preferred shares to investors at 
the end of the third quarter of the year. The issue had a value of $45 million 
and was fully subscribed by its closing date on October 18, 1983. Proceeds 
of the issue have been used to reduce bank debt. 

As part of anew corporate identity program, the Company aHanaed its” 
name from B.C. Coal Ltd. to Westar Mining Ltd. at mid-year. Similarly, the 
names of some subsidiaries were also changed to Westar. 

A new subsidiary, Westar Engineering Ltd., was formed during 1983 
to provide consulting and management services in the fields of general 
engineering, mining technology and computer services. This new | 
subsidiary will supply its services to the Westar Group as well as 
other customers. 


The Company expects that 1984 earnings from coal operations will be 
reduced substantially from the previous year because of the continued 
recession in world steel markets. Mining costs will increase in 1984 and 
interest payments for recently completed capital projects will also cut into 
earnings. 

Although the poor market for metallurgical coal exports will continue 
in the near term, the Company is confident that its highly efficient mines 
and recent diversification program will help counteract current economic 
conditions. The Company’s major metallurgical coal customers in Japan, 
the Republic of South Korea, and Taiwan are in the best position to lead the 
world’s steel industry out of recession. As industrial growth gains 
momentum, the Company fully intends to build on its reputation for 
efficiency and remain one of the world’s leading mining companies. 

Westar Mining also has an ability to overcome the serious impact of 
reduced coal markets because of its dedicated and highly skilled workforce. 
The Company is confident that their continued support will help it see it 
through uncertain economic conditions in years to come. 


On behalf of the Board of Directors, 


Bruce I. Howe Gary K. Livingstone 
Chairman President 


April 2, 1984 


Outlook 


Sete l perf f the C 1983 ffected by th A nancial | 

e financial performance of the Company in was atfecte y e : 
following key factors: Summ a ry 

¢ Greenhills Mine officially opened in September, 1983 | | 
¢ South Brae field began oil production in July, 1983 _- 

* Westshore Terminals expansion nearing completion 

¢ Reduction in Balmer metallurgical coal price April 1, 1983 
* Significant cost reductions and shutdowns at Balmer 

¢ Issue of preferred shares in October, 1983 


Net Earnings 

Consolidated earnings before extraordinary items in 1983 were $60. ey 
million or $3.26 per common share compared to $51.4 million or $2.82 per 
common share in 1982. Net earnings in 1982 of $72.8 million included — 
extraordinary items of $21.4 million. 


Coal Operations 
-- Revenue from coal operations increased marsinally: to $433. 5 million in 
1983 from $430.6 million in 1982. 

Balmer revenues decreased by $19.6 million, despite higher Smee: 
volumes, due to a 15% price decrease on April 1, 1983 for its major 
customers. Balmer shipped 5,319,000 tonnes of Maes coal i in 1983 
compared to 4,955, 000 tonnes in 1982. 


Balmer 1979 

metallurgical 1980 

coal prices (April 1) 1981 
(dollars per tonne) 198? WEE 92 62 


1983 LT ATT 69. 83 


Greenhills revenues increased by $176 million in 1983 due to the 
start-up of the metallurgical coal operations in the second half of 1983 and 
the first full year of thermal coal production. Greenhills shipped 344,000 
tonnes of metallurgical coal and 507,000.tonnes of thermal coal in 1983 
compared to 254,000 tonnes of thermal coal in 1982. 

Westshore Terminals expansion contributed to higher revenues for 
the port. A record 11.8 million tonnes were shipped through ie port HT sits 
1983, up from 10.5 million tonnes in 1982. 

Westar Mining’s costs and expenses decreased to $334.6 naillion m 
1983 from $3373 million in 1982 despite increased sales volumes in all 
areas, as well as materials and labor inflation. 

Cost of sales and general and administrative costs decreased by © 
$30 million atthe Balmer Operations due to a rigorous cost reduction 


program which involved spending cutbacks in all areas, some reduction in 
manning and 10 weeks of shutdowns. Costs and expenses, including 
depreciation, at Greenhills and Westshore increased in 1983 due to the 
increased level of activity in both areas as a result of the completion of the 
two major capital projects. 


Oil and Gas Operations 
The first well in the South Brae field flowed oil on July 12, 1983. In 
October, 1983 the wells began producing natural gas liquids. In 1984, 
with the final hook up of the natural gas liquids plant, peak production of 
112,000 barrels a day of oil and natural gas liquids should be achieved. 
Westar Mining’s share of production for 1983 of 559,000 barrels of oil 
and 12,000 barrels of natural gas liquids produced revenues of $21 million 
and net earnings of $3.6 million. Cash flow from operations, plus | 
repayment of advances by Bow Valley arising from a carried interest 
obligation amounted to $27 million. 


Interest and Other Income, Net 

Interest and other income increased by $9.5 million in 1983 due 
primarily to interest receivable on advances to Bow Valley for South Brae, 
interest received on income tax refunds and exchange gains on foreign 
currency transactions. 


Taxes 

The Company is liable for significant amounts of taxes to Federal, 
Provincial and Municipal Governments in Canada. The total of all such 
liabilities amounted to $63.7 million in 1983 compared to $60.6 million in 
1982. The effective income tax rate for Canadian operations was 44.6% in 
1983 compared to 45.6% in 1982. 


1983 1982 
(Millions) 
Income and mining taxes $ 46.1 $ 43.1 
Mineral land taxes 8.5 9.8 
Property taxes 8.5 (fs 
Corporation capital taxes ~ 6 6 
$ 63.7 $ 60.6 


Funds from Operations 

Funds provided by operations were $1378 million in 1983 compared to 
$115.7 million in 1982. The increase in funds flow is primarily attributable to 
the improved earnings performance in the Coal Division and the start of 
production of the South Brae field. 


- Funds from 
operations 


(millions of dollars): 


Long-Term Debt 

Long-term debt peaked in July, 1983 at $746 million, up from $639 
million in December, 1982. It subsequently declined to $697 million at 
December 31, 1983 as a result of the issue of $45 million in preferred 
shares in October, 1983 and the completion of major capital projects. 


Capital Expenditures 

Capital expenditures of $180.7 million in 1983 represented a significant 
decrease from the 1982 level of $365.8 million reflecting the completion of 
the Company’s three major capital projects. Both the Greenhills and South 
Brae projects attained commercial production levels in the second half of 
1983 and the major portion of the Westshore Terminals expansion was in 
operation in September, 1983. The shiploading facility became operational 
in early March, 1984. 


Capital Stock 

On September 28, 1983, the Company offered its first issue of » 
preferred shares to investors. The issue consisted of 1,800,000 cumulative 
redeemable preferred shares at a price of $25 per share yielding a dividend 
of 10% per cent. The proceeds of $45 million were used to reduce bank 
debt which was incurred to finance recent capital expenditures. 


North Brae 

During 1983, approval was received from the Department of Energy 
in the United Kingdom to proceed with development of the North Brae 
field in the U.K. sector of the North Sea. 

The Company’s participation in North Brae involves capital 
expenditures, excluding interest, of approximately $540 million consisting 
of $270 million for its 77% interest and $270 million for its obligation to fund 
Bow Valley’s interest. Approximately 75% of these expenditures are 
expected to be incurred from 1985 through 1988. 

The Company expects that borrowings not in excess of current levels 
and projected cash flows from South Brae, including the receipt of 70% of 
Bow Valley’s cash flows from South Brae, will provide sufficient funds to 
meet its obligations for future South and North Brae capital expenditures. 
The cash flows from South Brae will reflect the deferral of U.K. taxes on 
South Brae revenues from 1983 to 1988 as a result of North Brae capital 
expenditures. 


Revenue (Notes J and L) 

Costs and expenses: 

Cost of products sold 

General and administrative 

Interest on long-term debt (Note G) 
Depreciation, depletion and amortization 


Earnings before income taxes 
and extraordinary items 
Provision for income taxes (Note H) 


Earnings before extraordinary items 
Extraordinary items 


Net earnings 


Weighted average number of common 


shares outstanding 


Earnings per common share: 
Before extraordinary items 
Net earnings 


1983 1982 
(Thousands) 

$465,426 $431,844 
275,078 281,370 
33,561 S10) 
153425 6,398 
31,444 18,222 
355,508 337,345 
109,918 94,499 
49,262 43,119 
60,656 51,380 
—_ 21,452 
$ 60,656 = $ 72,832 
18,248 18,248 
$ SOP pb SOs 
3.26 3.99 


Consolidated 
Statement 
of Earnings 


For the year ended 
December 31, 1983 


Assets 


Current assets: 
Accounts receivable 
Inventories (Note B) 
Prepaid expenses 


Property, plant, equipment and related 
development costs (Note L) 

Exploration and development advances 
(Note F) 

Other assets 


Liabilities and Shareholders’ Equity 


Current liabilities: 

Bank indebtedness 

Accounts payable and accrued liabilities 
Income taxes payable 


Long-term debt (Note C) 

Deferred income taxes : 
Shareholders’ equity: (Notes D and E) 
Capital stock 

Contributed surplus 

Retained earnings 


Approved by the Directors: 


Ed Philips, Dzrector 
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1983 1982 
(Thousands) 
(Restated) 
$18,515. $ 21,297 
66,576 64,416 
2,157 2,240 
87,248 | 87,953 
867,191 718,724 
220,446 | 176,572 
32,238 29,274 
$2,207,123: “$1, 082/523 
$ 315°°$ 2,604 
56,883 74,022 
2,972 1,739. 
60,170 78,415 
697,044 639,488 
202,173 149,998 
63,248 18,248 
15,232 15,232 
169,256 111,142 
247,736 144,622 
$1,207,123 $1,012,523 


re deg 


Bruce Howe, Director 


Consolidated 


Balance 
Sheet | 


As at December 31, 1983 


Source of funds: . 

_ Earnings before extraordinary items 
Depreciation, depletion and amortization 
Deferred income taxes 


Funds provided by operations 


- Additions to long-term debt 

Exploration and development advances repaid 
Issue of preferred shares, net of expenses 
Sale of Greenhills joint venture interest 

~ Sale of oil and gas interest 

Other 


Total source of funds 


Application of funds: 

Additions to property, plant, equipment 
and related development costs 

Reduction of long-term debt 

Exploration and development advances 

Other assets 

Dividends on preferred shares 


1982 Consolidated 


Total application of funds 


Increase in working capital 
Working capital (deficiency) 
at beginning of year 


Working capital at end of year 


1983 
(Thousands) 
Sane Statement 
of Changes 
$ 60,656 $- 51,380 - 2 4 
31.444 18,222 in Financial 
45,718 46,053 Position 
137,818 115,655 as aay 
or evear endae 
142,938 — 270,066 bacemiger 31, 1983 
13,447 “ 
43,574 — 
= 54° 353 
= SHO 
7,274 5,414 
345,051 480,488 
180,729 365, 750 
85,382 ech 
57,321 eral 
2,963 10,025 
1,116 = 
32 hOLL 446,846 
17,540 33,642 
9,538 (24,104) 
$ 27,078 $ .9,538 
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1983 1982 


(Thousands) 
(Restated) 

Balance January 1 (Note K) $111,142 $ 38,310 
Net earnings 60,656 72,832 
Dividends on preferred shares (1,116) eae 
Expenses relating to issue of 

preferred shares (1,426) un 
Balance December 31 $169,256 $111,142 
The Shareholders 
Westar Mining Ltd. 


We have examined the consolidated balance sheet of Westar Mining Ltd. as at 
December 31, 1983 and the consolidated statements of retained earnings, 
earnings and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial 
position of the Company as at December 31, 1983 and the results of its operations 
and the changes in its financial position for the year then ended) in accordance 
with generally accepted accounting principles applied ona basis consistent with 
that of the preceding year. 


Oe ea. 


Touche Ross & Co. 


Chartered Accountants January 25, 1984 
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Vancouver, British Columbia 


Consolidated 


Statement. 


of Retained | 
Earnings 


For the year ended 
December 31, 1983 


Auditors’ 
Report 


| Note A — Summary of Significant Accounting Policies | Notes to the 
Accounting Principles: 


. ae Consolidated 
The Company is incorporated under the Company Act of the Province of British Columbia = “ 

and prepares its accounts in accordance with generally accepted accounting principles Fina ncial 
followed in Canada. Effective June 14, 1983 the name of the Company was changed from 

B.C. Coal Ltd. to Westar Mining Ltd. | Statements 
Principles of Consolidation: December 31, 1983 


The consolidated financial statements include the accounts of all subsidiaries. The principal 
subsidiaries are Westshore Terminals Ltd. and Westar Holdings (U.K.) Limited. The 
Company has an 80% interest in the Greenhills Mine Joint Venture which is. included using 
the proportionate consolidation method. 


Translation of Foreign Currency: 


Current assets and current liabilities in foreign currencies are translated at rates of 


exchange in effect at the balance sheet date. Non-current assets and long-term debt are 
translated at rates of exchange in effect on the dates of the transactions. Provisions for 
loss from exchange rate fluctuations and gains and losses realized on transactions 


- completed during the year are included in earnings. 


Inventories: 


Product inventories are valued at the lower of average cost and net realizable value. 
Depreciation, depletion and amortization are not included in product inventory costs. 


Operating supplies inventories are valued at average cost. 
Property, Plant, Equipment and Related Development Costs: 


Acquisition costs of coal bearing lands are capitalized and depleted over the expected 


recovery of coal from the property by the unit of production method. Coal exploration 
“costs are charged against earnings when incurred. Costs incurred in connection with 


_ feasibility studies for new mining projects are capitalized and charged against earnings 


over the life of the mine or written off when it is determined that the project is not 
feasible. Preproduction and development costs are capitalized and amortized on the 


straight line basis over the life of each mine. 


- Oiland gas activities are accounted for using a form of the full cost method. Acquisition, 
~ exploration and development costs are capitalized and amortized on a unit of production 


method. 


"Plant and equipment is depreciated on a unit of production method. 


Costs of major assets include interest incurred on borrowings during the construction and 


_ development period. 


Expenditures for repairs and maintenance of plant and equipment are charged against 
earnings. Replacements and major improvements are capitalized. Costs of assets sold, 


_ retired or abandoned and the related amounts of accumulated depreciation are-eliminated 


from the accounts. Gains or losses on such dispositions are included in earnings. 


Pension Plans: 


Annual contributions to employee pension plans are charged against earnings. Pension 
contributions are actuarially determined to include amounts necessary to provide for 


current service and for funding of past service liabilities over 10 years. 


Income Taxes: 


~ Income taxes are accounted for by the tax allocation method, whereby the provision for 
- taxes is made in the year transactions affect net earnings rather than when such items are 
_ recognized for tax purposes. Differences between the provision for taxes and taxes 


currently payable are reflected as deferred income taxes. Tax benefits from earned 


depletion and investment tax credits are reflected as a reduction in the tax rate. 


13 


Note B — Inventories 


1983 1982 
(Thousands) 
Coal $43,220 $39,851. . 
Operating supplies 23,356 24,565 


$66,576 $64,416 


Note C — Long-term Debt 


1983 1982 


(Thousands) 

Bank Credit Agreements: rn 

$300, 000, 000 $290,669 $248,503 

$170,000, 000 39,000 88,010 
South Brae Field Credit 

Agreement (U.S. $290,806, 000) 

Interest at LIBOR plus %% to “2% . 354,579 287,524 
Other 12,796 15,451 


$697,044 $639,488 


Bank Credit Agreements: 


Borrowings under these agreements are in prime rate based funds, bankers’ acceptances 
or London Interbank Offeréd Rate (LIBOR) based funds with an average interest rate of 
10.02%. The Company has fixed an interest rate of 12.5% on U.S. $60,000,000 through an 
interest rate Swap agreement expiring October 1990. 


The amount borrowed under the $300, 000,000 bank credit agreement is a revolving loan 
which upon expiry of a notice period after J anuaty 1, 1985 converts to a term loan payable 
in seven equal annual installments commencing twelve months thereafter. 


The amount borrowed under the $170,000, 000 bank credit agreewiey is a revolving loan 
with a term financing option: 


South Brae Field Credit Agreement: 


The South Brae Field Credit Agreement is a U.S.$300, 000,000 syndicated credit facility 
secured by fixed and floating charges on the interests of the Company’s United Kingdom 
subsidiaries in the licences, assets and revenues relating to the South Brae Field and is 
repayable from proceeds of production. Repayment of U.S.$175,000, 000 is further 
secured by a Westar Mining Ltd. guarantee which may be released in part if certain 
production and economic criteria are met. The maximum principal payments on the 
guaranteed portion are U. S$. $21,875,000 semi-annual installments commencing June 

30, 1985. 
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Notes to the 
Consolidated 
Financial 
Statements 
(cont'd). 
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Note D — Capital Stock | Notes to the 
“The authorized capital of the Company was altered effective June 14, 1983, from A 

~ 28,000,000 shares of $1 par value each divided into 27,858,107 common shares and 141,893 Consol idated 
special shares to 33,000,000 shares divided into 28,000,000 common shares of $1 par Fi nancial 

value each and 5,000,000 Class A preferred shares of $25 par value each. On September 

28, 1983, the Board of Directors of the Company designated 1,800,000 Class A preferred Statements 


shares as $2.5625 Cumulative Redeemable Class A Preferred Shares, Series 1. d) 
ae ; cont’ 


1983 1982 
(Thousands) 


Issued: ; 
18,247, 530 common shares : $18,248 $18,248 


- 1,800,000 $2.5625 Cumulative Redeemable 
Class A Preferred Shares, Series 1, for cash 45,000 — 


$63,248 © $18,248 


-The Series 1 Preferred Shares are retractable at the option of the holder on April 15, 1989 
and October 15, 1992 at $25 per share plus accrued and unpaid dividends. The shares are 

‘redeemable after April 15, 1989 at redemption prices commencing at $26.25 plus accrued 

-and unpaid dividends. 


Note E— Dividend Restriction 


“The South Brae Field Credit Agreement contains certain restrictive covenants. Under 

these covenants, the Company is unable to pay dividends on common shares at December 
31, 1983. 

Note F — Commitments 

~The Company has interests in several licences for the exploration and development of oil 

“and gas in the United Kingdom sector of the North Sea. Under the terms of the acquisition 

_of its interests, the Company is obligated to finance an amount, equivalent to its own share 
of exploration and development costs, for another participant under a carried interest. 
obligation. Amounts advanced under the carried interest obligation amounted to 
$220,446, 000 (U.S:$181,793,000) at December 31, 1983 and are repayable with interest 


‘solely out of 70% of the net proceeds earned by the participant from commercial 
production of oil and gas from the licensed areas. 


“Development commenced in 1980 in an area of the Brae Field designated as South Brae in 

which the Company holds a 7.7% working interest. Commercial production commenced in 
July 1983. The Company’s share of the development costs together with its carned 
interest obligation and including financing costs, is estimated to be $431,000,000. Of this 
amount, $413,000,000 was spent to December 31, 1983. 


On Jurie 2, 1983 the Company announced it would participate in the development of the 
North Brae oil and gas field. The Company estimates its share of capital expenditures for 
the North Brae project to be 130,000,000 pounds sterling with.a similar amount required 
under the carried interest obligation. 


The Company is required to make future minimum rental payments, under operating 
leases extending to 2002, of $6,000,000 in 1984, $7 236,000 in 1985, $7,580,000 in 1986, 
$7,580,000 in 1987, $8,927,000 in 1988 and $214,280, 000 thereafter. 


Note G — Interest on Long-term Debt 


Interest on long-term debt in the amount of $41,641,000 in 1983 and $53,694, 000 in 1982 
has been capitalized as part of the cost of property, plant, equipment and related 
development costs. : 


Note H — Provision for Income Taxes 


Current: 
Federal and provincial income taxes 
British Columbia mining tax 


Deferred: 
Federal and provincial income taxes 
British Columbia mining tax 
United Kingdom corporation tax 


1983 1982 
(Thousands) 

$ 2,176 $ (2,934) 

1,368 S 
3,544 (2,934) 
32,947 35,279 
9,579 10,774 

3,192 ei 
45,718 46,053 
$49,262 $43,119 


Deferred income taxes result from timing differences between the recognition of expense 


for income tax and financial statement purposes and are summarized as follows: 


Depreciation 

Capitalized interest 

Exploration and development costs 
Depletion benefits 
Loss carry forward 

Interest receivable 

Other 


Statutory federal and provincial 
income tax rate 
Increase (decrease) resulting from: 
Non-deductible payments to provincial 
governments for mining taxes, 
royalties and mineral land tax 
Federal resource allowance 
Earned depletion 
Other 


Effective tax rate 


1983 1982 
(Thousands) 
$46,879 $37,013 
31,021 21,722 
10,608 1,760 
(8,998) (9,763) 
(38,553) (3,580) 
6,020 — 
(1,259) (1,099) 
$45,718 $46,053 
52.0% 52.0% 
12.7% 15.2% 
(8.9%) (9.9%) 
(9.1%) (10.3%) 
(1.9%) (1.4%) 
44.8% 45.06% 


At December 31, 1983, the Company has accumulated earned depletion benefits of 
$21,000,000 for Federal tax purposes, $10,000,000 for Provincial tax purposes and 
investment tax credits of approximately $9,000,000 which are available to reduce future 
income taxes. The majority of the investment tax credits will expire in 1987. 
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Notes to the 


Consolidated 
Financial 


Statements 
(cont'd) 


Note I— Pension Plans 


The Company has pension plans for hourly and salaried employees. At December 31, 
1983, the unfunded past service liability amounted to $4,632,000 and is being funded and 
charged to earnings over a period not exceeding 15 years. 


_ Note J— Related Party Transactions 


The Company sells metallurgical coal produced from its Balmer mine under a long-term 

_ contract extending through March 31, 1985 to Mitsubishi Corporation for resale to nine 

Japanese corporations. The Company sells metallurgical coal produced from its Greenhills 

. mine directly to the nine Japanese corporations under contracts which expire on March 31 
_ 1986. At December 31, 1983, Mitsubishi Corporation together with the nine Japanese 

_ corporations owned 33.4% of the Company’s outstanding common shares. Sales to Japan 
under these contracts amounted to 60% of the Company’s coal revenues in 1983 and 65% 
in 1982. A subsidiary of Mitsubishi Corporation completed an equipment supply contract 
during 1983 at acost of $10,977,000. 


~ Pohang Iron & Steel Company Limited of Korea purchases Balmer and Greenhills metal- 
lurgical coals from the Company under long-term contracts extending through March 31, 
1985 and 2002 respectively. Sales under these contracts amounted to 20% of the 
Company’s coal revenues in 1983 and 21% in 1982. 


? 


Based on discussions with its Japanese and Korean customers, the Company believes that 
the supply of Balmer and Greenhills metallurgical coal to these customers will continue on 
a long-term basis beyond the March 1985 and 1986 expiry dates. 


In 1983 and 1982 the Company reimbursed British Columbia Resources Investment 

Corporation and one of its subsidiaries, $870,000 and $1,056,000 respectively for the cost 
of certain centralized management and administrative services and paid fees of $401,000 
and $574,000 respectively for a loan guarantee. British Columbia Resources Investment 
Corporation owns 66.6% of the outstanding common shares of the Company, 


Note K — Prior Period Adjustment 


As aresult of income tax reassessments applicable to 1978, retained earnings, working 
capital and deferred income taxes have been reduced by $2,079,000, $2,498,000 and 
$419,000 respectively at January 1, 1982. 


Notes to the 
Consolidated 


Financial 


Statements 
(cont'd) 


Note L— Segmented Information 


1983 
(Thousands) 


Coal Oil & Gas (U.K.) { 


$417,514 
16,002 
- 4,305 


$437,821 
$110,641 


$ 25,163 


$125,863 


$802,448 


172,739 
$629,709 


$741,813 


1982. 


(Thousands) 
Coal ~ Oil & Gas (U-K.) 


$416,264 
14,344 
1,236 


$431,844 
$100,897 


$ 18,222 


Consolidated 
Revenue 
Export $ 438,701 
Domestic 16,002 
Interest and other income, net 10,723 
$ A65,426 
Operating Profit $. 125,343 
Interest on long-term debt 15,425 
Provision for income taxes 49,262 
Earnings before extraordinary items $ 60,656 
Depreciation, depletion and amortization $ 31,444 
Capital Expenditures $ 180,729 
Property, plant, equipment and | 
related development costs: 
Cost $1,046,211 
Accumulated depreciation, 
depletion and amortization 179,020 | 
Net $ 867,191 
Total Assets $1,207,123 
Consolidated 
Revenue 
Export $- 416,264 
Domestic 14,344 
Interest and other income, net / 1,236 
$ 431,844 
Operating Profit 100,897 
Interest on long-term debt 6,398 
Provision for income taxes 43,119 “16 
Earnings before extraordinary items $51,380 
Depreciation, depletion and amortization $ 18/222 
Capital Expenditures $ 365,750 


Property, plant, equipment and 
related development costs: 
Cost $. 867,871 
Accumulated depreciation, 


depletion and amortization  bAO TAF 
Net. - $ '718,724 
Total Assets $1,012, 923 


$292,610 


_ $678,974 


149,147 


$529,827 
* $647,017 


$ 21,187 
6,418 


“$ 27,605 — 
$ 14,702 


$ 6,281 


$ 54,866 


$243,763 


6,281, 


$237,482 


$465,310 © 


$ 73,140 


$188,897 


$188, 897 


The financial statements include $259, 067,000 and $203, 668, 000 in assets; and mee 753,000.and $24, 032, 000: in 


liabilities of the Greenhills Mine Joint Venture in 1983 and 1982 respectively: 
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$365, 506” 


Notes to the — 
Consolidated — 


Financial 
Statements 
(cont'd) 


Din “alet 


re de 
NS Re rg ee 


1983 1982 1981 1980 1979 Five Year 


Thousands except per share data 


Sales. Review 
~ Coal — (tonnes) — Metallurgical 3,437 4,955 6,778 5,359 5,984 
— Thermal 406 385 483 252 184 
Oil — (barrels) 559 = Hats aed he 
Summary of Earnings 
Revenue: 

Coal - $ 433,516 $ 430,609 $511,771 — $365,403. $374,298 
_ Oil and gas 21,187 ee ee Es, un 
- Interest and other income, net 10,723 1235 1,797 11,920 217 
Total $ 465,426 $ 431,844 $513,568. $377,323 $374,515 
_ Earnings: 

Continuing operations” $ 60,656 $ 51,380 $ 70,534 $ 39,928 $ 41,108 

_~ Before extraordinary items 60,656 51,380 70;534 42,396 61,676 

Net earnings 60,656 72,832 70,534 272,824 61,676 
Weighted average number of 

shares outstanding 18,248 18,248 18,265 19,834 26,956 
Share Statistics - 
Earnings per common share: 

_Continuing operations $ 3.26 §$ QOD; Ds = BRNO rear Grades th 4153 

Before extraordinary items 3.26 2.82 3.86 2 14 229 

Net earnings ; 3.26 3.99 3.86 13.76 2.29 
Dividends — common shares — — 9.56 = 1.00 1.00 

— preference shares .62 —— — — — 

Book value at year end 11.11 7.93 393 9.98 LRT 

Other Financial Data 

-Cash flow from continuing 
operations $-A37,818 -§. 115,655" = $121, 314 42$.65, 1791S “$275,732 

Working capital (deficiency) 27,078 9,538 (24,104) (13,224) 83,490 

- Capital expenditures 180,729 365, 750 210,819 95,601 116,399 

“Fotal assets? > 1,207,123 1,012,523 663,002. — 434,960. 945,911 
Total long-term debt 697,044 639,488 369, 422 52,853 373,984 

Shareholders’ equity 247,736 144,622 71,790 183,351 318,536 


Note 1; Information presented has been restated to exclude results of discontinued operations for 1979 and 1980. 

Note 2; As aresult of income tax re-assessments applicable to. 1978, retained earnings and working capital have been 
restated for 1979 and all subsequent years and deferred taxes and total assets have been restated for 1980 and all 
subsequent years. 
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This prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and therein 
only by persons permitted to sell such securities. 


NO SECURITIES COMMISSION OR SIMILAR AUTHORITY IN CANADA HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES 
OFFERED HEREUNDER AND ANY REPRESENTATION TO THE CONTRARY IS AN OFFENCE. 


New Issue 


AR4 
7 Mh. Westar Mining Ltd. 


VWVestar 
$45,000,000 


(1,800,000 Shares) 
$2.5625 Cumulative Redeemable Class A Preferred Shares, Series 1 


Retraction Privilege with Exchange Option 


The Series 1 Preferred Shares are retractable at the option of the holder on April 15, 1989 and October 
15, 1992 at $25 per share plus accrued and unpaid dividends, by deposit for redemption on or before March 


31, 1989 and September 30, 1992, respectively. The Company will send notice to the holders of the Series | 
Preferred Shares before each retraction date and may elect in each notice to offer the holders the option to 
exchange their shares for a new series of Class A Preferred shares on a share for share basis. 


The Vancouver and Toronto Stock Exchanges have conditionally approved the listing of the Series | Preferred 
Shares. Listing is subject to the Company fulfilling all the requirements of such exchanges on or before December 27, 
1983, including distribution of these securities to a minimum number of public shareholders. 

In the opinion of counsel, the Series 1 Preferred Shares will be investments which qualify for investment under 
certain statutes as set out under ‘‘Eligibility for Investment’’. 


Price: $25 per share to yield 10.25% per annum 


We, as principals, conditionally offer these Series | Preferred Shares subject to prior sale if, as and when issued 
by the Company and accepted by us in accordance with the conditions contained in the underwriting agreement 
referred to under ‘*Plan of Distribution’’ and subject to approval of certain legal matters as referred to under ‘‘Legal 


Matters’’. 
Price to Gross Proceeds Underwriters’ Net Proceeds to 
Public to the Company Fee the Company (1) 
Per Shiire= seme ee om $25.00 $25.00 $0.825 $24 .175 
ROTA eter eee ON $45 ,000,000 $45,000,000 $1,485 ,000 $43 515,000 


(1) Before deducting expenses of issue estimated at $300,000, which, together with the Underwriters’ fee, will be paid from the general 
funds of the Company. 
Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to 
close the subscription books at any time without notice. It is expected that definitive share certificates will be 
available for delivery on or about October 18, 1983. 
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This is a summary only and should be read in conjunction with the 
more detailed information appearing elsewhere in this prospectus. 


Issue Price ......... 
Dividends .......... 


Retraction Privilege . 
with Exchange Option 


Purchase Obligation . 


Redemption ........ 


Prioritys.c. acer ea 


Asset Coverage ..... 


Dividend Coverage .. 


PROSPECTUS SUMMARY 


The Offering 


$45,000,000 consisting of 1,800,000 $2.5625 Cumulative Redeemable Class A 
Preferred Shares, Series 1 (‘‘Series 1 Preferred Shares’’). 


$25 per Series 1 Preferred Share to yield 10.25% per annum. 


Cumulative, preferential dividends of $2.5625 per share per annum, payable 
quarterly on January 15, April 15, July 15 and October 15 of each year commencing 
with the first dividend of $0.619735 payable on January 15, 1984, assuming an issue 
date of October 18, 1983. 


Retractable at the option of the holder by deposit on or before March 31, 1989 and 
September 30, 1992 for redemption on April 15, 1989 and October 15, 1992, 
respectively, at $25 per share plus accrued and unpaid dividends. The Company may 
elect on or before each of February 28, 1989 and August 31, 1992 to create a new 
series of Class A Preferred shares (‘‘Preferred Shares’’) for which the Series | 
Preferred Shares may be exchanged on a share for share basis. 


The Company will make all reasonable efforts to purchase, at a price not exceeding 
$25 per share plus accrued and unpaid dividends and costs of purchase, during the 
period from July 1, 1985 to June 30, 1989, 9,000 Series 1 Preferred Shares in each 
quarter (2% per year); during the period from July 1, 1989 to December 31, 1992, 1% 
in each quarter (4% per year) of the number of Series | Preferred Shares outstanding 
at the close of business on April 15, 1989; and commencing January 1, 1993 , 1% in 
each quarter (4% per year) of the number of Series 1 Preferred Shares outstanding at 
the close of business on October 15, 1992. This obligation is cumulative only within 
each calendar year. 


Not redeemable before April 15, 1989 except under certain specified circumstances, 
but redeemable thereafter at redemption prices commencing at $26.25 and declining 
annually by $0.30 to $25.35 on April 15, 1992 and to $25 on April 15, 1993, plus 
accrued and unpaid dividends. 

The Series | Preferred Shares will be the first series of the Preferred Shares, will rank 
on a parity with all other series of Preferred Shares and will rank senior to all other 
presently authorized shares of the Company. 


As at June 30, 1983 after giving effect to this issue: 
On all Preferred Shares 


—— before deducting’ deferredimncometaxes. (4.0.0.5 . 2.4 ees 8.8 times 
— after deducting deferred income taxes .................. 4.9 times 
On long-term debt and all Preferred Shares 

— before deducting deferred income taxes................. 1.5 times 
—alter deducting: delenred incometaxes 45 ...c< is <n aes os 1.2 times 

For the 12 months ended June 30, 1983 after giving effect to this issue: 

On annual dividend requirements for all Preferred Shares...... 12.5 times 
On annual aggregate interest requirements of long-term debt 

and grossed up dividend requirements for all Preferred Shares. 1.4 times 


Westar Mining 


Westar Mining is Canada’s largest producer of metallurgical coal and is also a producer of thermal coal. 
Westar Mining mines and processes coal in British Columbia, operates a coal handling port facility in British 
Columbia, and holds oil and gas interests in the United Kingdom. 


Selected Financial Information 
Six months ended 


June 30 Year ended December 31 
1983 1982 1982 1981 1980 1979 1978 (1) 
(Unaudited) (Restated) 
(Millions) 
Revenueseteas. 0 te ee $214:2, $235.2  S$4308855 $513:6 $377.3" (5374.5, Sasa 
Earnings before 
extraordinary items: 
Continuing operations. . . S272 26.2 51.4 70.5 50) 41.1 O10 
Discontinued 
operations 2)... 2. -— — -- — 2 20.6 733. 
Extraordinary itemise, .ay — 28a 21.4 = 230.4 — — 
NetiearningS ee es B22 54.3 2.8 08 272.8 61.7 60.2 
Funds provided from: 
Continuing operations..... 66.6 60.6 age 7 I ie (Se, 1RY 89.3 
Discontinued operations (2). —_ — — —— 5.4 eal 16.8 
Lota assetsaneypeerrs sees re 1129.5 834.0 1,012.2 OO2n7 434.6 945.9 866.7 
Long-term debt ree eer ae PRISMS 491.7 @39.5 369.4 52.9 374.0 B25) 
Shareholdersmequityeer o1.e8 177.0 12622 144.7 (Aes) 183.5 3153 201.4 
Notes: 


(1) Earnings from discontinued operations have been restated to reflect a prior period adjustment. 


(2) These amounts comprise the operations of Westar Mining’s Canadian onshore oil and gas division and asphalt paving and materials 
division that were disposed of during the first quarter of 1980. 


ELIGIBILITY FOR INVESTMENT 


The opinion of counsel will be to the effect that the Series 1 Preferred Shares at the date of original delivery will 
be eligible investments, without resort to the so-called ‘‘basket’’ provisions, but subject only to general investment 
conditions or restrictions applying to certain purchasers: 


(i) for insurance companies registered under the Canadian and British Insurance Companies Act (Canada) 
and the Foreign Insurance Companies Act (Canada) and insurance companies licensed under the Insurance 
Act (Ontario) to which section 388 of that Act applies; 


(ii) for loan companies regulated under the Loan Companies Act (Canada), trust companies regulated under 
the Trust Companies Act (Canada), loan corporations and trust companies registered under the Loan and 


Trust Corporations Act (Ontario) and provincial companies governed by the Trust Companies Act 
(Alberta); and 


(iii) for pension funds registered under the Pension Benefits Standards Act (Canada), the Pension Benefits Act 
(Ontario), the Pension Benefits Act (Alberta) and An Act Respecting Supplemental Pension Plans 
(Quebec). 

The opinion of counsel will be that the Series 1 Preferred Shares at the date of original delivery will also be 


eligible investments for registered retirement savings plans and for registered home ownership savings plans under 
the Income Tax Act (Canada). 


WESTAR MINING LTD. 


Westar Mining Ltd. (the ‘‘Company’’) was incorporated by memorandum of association under the laws of the 
Province of British Columbia on July 31, 1967. The Company was originally incorporated under the name Kaiser 
Coal Ltd. and changed its name to Kaiser Resources Ltd. on April 1, 1969, to B.C. Coal Ltd. on January 16, 1981, 
and to Westar Mining Ltd. on June 14, 1983. The head and principal office of the Company is at 1176 West Georgia 
Street, Vancouver, British Columbia, Canada V6E 4B8. Unless the context otherwise requires, references to 
‘‘Westar Mining’? mean the Company and all its subsidiaries. 

British Columbia Resources Investment Corporation (‘‘B.C. Resources’’), through a wholly-owned subsidi- 
ary, holds approximately 66.6% of the Company’s issued shares. The remaining 33.4% of the issued shares are held 
by ten Japanese corporations. 

The following chart sets forth the names of all principal subsidiaries of the Company and their respective 
jurisdictions of incorporation. All subsidiaries are wholly-owned. 


Westar Mining Ltd. 
(British Columbia) 


Westar Mining Westar Holdings 
International Ltd. (U.K.) Limited 
(British Columbia) (United Kingdom) 


Westshore Terminals Ltd. 
(British Columbia) 


Westar Exploration Westar Oil Westar Finance 
(U.K.) Limited (U.K.) Limited (U.K.) Limited 
(United Kingdom) (United Kingdom) (United Kingdom) 


Westar Petroleum 
(U.K.) Limited 
(United Kingdom) 


BUSINESS OF WESTAR MINING 


Westar Mining is Canada’s largest producer of metallurgical coal and is also a producer of thermal coal. It 
operates surface and underground mines and coal processing facilities at Sparwood, in southeastern British 
Columbia and a new open-pit coal mine and processing facility at Greenhills, near Elkford 35 kilometres north of 
Sparwood. Metallurgical coal is processed into coke which in turn is used to produce steel. Thermal coal is used 
primarily as a fuel for electrical power generation and other industrial purposes. 

The Company’s wholly-owned subsidiary, Westshore Terminals Ltd. (““Westshore’’), operates a coal handling 
port facility at Roberts Bank, British Columbia, 30 kilometres south of Vancouver. In addition Westar Mining holds 
oil and gas interests in the United Kingdom sector of the North Sea. 


Coal 


Properties and Reserves 

Westar Mining owns the coal and certain surface rights in approximately 26 300 hectares of land located in the 
Fernie-Sparwood-Elkford area of southeastern British Columbia. As at December 31, 1982 Westar Mining estimated 
its proven recoverable reserves of clean coal within these lands to be 422 million tonnes. In addition, Westar Mining 
holds coal licences from the Government of British Columbia covering 4 394 hectares of provincial public land in 
the same vicinity which convey the right to enter on these lands to explore for coal. 

‘“Proven recoverable reserves of clean coal’’ are recoverable reserves of clean metallurgical and thermal coal 
which on the basis of geological, engineering and financial data are considered to be economically recoverable in 
future years from known coal areas using current mining practices and techniques. Tonnage of these proven reserves 
is computed from sampling data obtained from drill holes spaced at approximately 0.8 kilometre intervals or less, 


R) 


supplemented by seam data from outcrops, adits or existing mine workings. This sampling method is considered 
adequate to reduce the risk of failure in continuity of coal deposits to an acceptable degree. Recoverable reserves 
represent the amount of clean coal that is available after allowing for normal coal losses during mining operations, 
for coal necessarily left in the ground for safety and other reasons and for losses during processing of the coal. The 
recovery factors used to reflect losses before the coal reaches the processing stage vary according to seam conditions. 
In general the recovery factors are 85% for open-pit mining and 50% for underground mining. 

Westar Mining’s exploration programs have disclosed coal deposits in addition to these reserves. Further 
exploration and study will be required to determine the extent and recoverability of these deposits. 
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Balmer Operations 


Westar Mining’s surface and underground mines and coal processing facilities at Sparwood are known as its 
‘*Balmer Operations’’. Raw metallurgical coal is mined by open-pit and by hydraulic and conventional underground 
methods. Open-pit mining is a surface mining method of obtaining coal by exposing the seam through complete 
removal of the overburden. Hydraulic mining is an underground mining method of obtaining coal by using high 
pressure water-jets to dislodge, break and convey coal. 

Raw metallurgical coal production from the Balmer Operations for the five years ended December 31, 1982 and 
the six months ended June 30, 1983 was as follows: 


Six months 
ended June 30 Year ended December 31 
1983 (1) 1982 (1)(2) 1981 1980 (3) 1979 1978 
(Thousands of Tonnes) 

OPERANT ye oe pt Ae te Ae Scion, wel 2 138 6 398 7 653 oe 1O7 7 324 5 828 
Underground 

Fisiclulice tf we me iAtse. tare mre eee 349 944 799 373 WAZ: 660 

Conventional»: og. .edys se cma 74 132 195 127 130 136 
EAN fend Weer Ns |B PRe Ron Pt ROL EER PA 3 16t 7 474 8 647 6 467 8 166 6 624 
Notes: 


(1) Except for train loading operations, Balmer Operations were shut down for approximately six weeks in February and March 1983 and seven 
weeks from September through November 1982 in order to reduce inventories. 


(2) Coal processing operations were shut down for three weeks in July and August 1982 but shipments and stripping operations continued. This 
was necessitated by an accumulation of inventory at Balmer Operations occasioned by adverse weather conditions affecting rail and port 
operations in the first quarter of 1982. 


(3) Operations were affected by a nine week strike. 


In order to bring metallurgical coal to sufficient quality for sale, it is processed through the Balmer Operations 
preparation plant which has an annual capacity of approximately 7.0 million tonnes of clean metallurgical coal. The 
yield of clean metallurgical coal from raw metallurgical coal is approximately 76% on the basis of Westar Mining’s 
sales contracts which specify an ash content of 9.5%. The clean coal is transported in unit trains to Westshore’s port 
facilities. Clean metallurgical coal production from the Balmer Operations is anticipated to be 5.3 million tonnes in 
1983. 

Except for train loading operations, reclamation and essential services, Balmer Operations were shut down for 
four weeks during July and August 1983 to provide for a uniform vacation period for all employees as a cost saving 
measure. 


Greenhills Operations 


Westar Mining has developed a new surface coal mine for both metallurgical and thermal coal at Greenhills 
near Elkford, B.C. Production of thermal coal from the Greenhills mine commenced in July 1982 and commercial 
production levels were achieved in October 1982. Production of metallurgical coal comnienced in July 1983 and 
commercial production is scheduled to commence three months later. 

The Greenhills mine facility is owned by a joint venture of the Company as an 80% participant and Pohang Steel 
Canada Limited, a wholly-owned subsidiary of Pohang Iron and Steel Company Limited of Korea (“‘Posco’’), as a 
20% participant. All capital expenditures and operating costs are borne, and all metallurgical and thermal coal 
production is shared, in proportion to the ownership interests of the respective participants. The joint venture 
agreement contemplates mining until the earlier of 30 years or such time as 44 million tonnes of raw metallurgical 
coal and 16.4 million tonnes of raw thermal coal have been mined from the Company’s reserves dedicated to the 
mine. 

The raw metallurgical coal is processed through a new preparation plant with a design capacity of at least 1.8 
million tonnes of clean metallurgical coal annually. The yield of clean metallurgical coal from raw coal is expected to 
be approximately 80% on the basis of a 7% ash content specification. The clean coal is transported in unit trains to 
Westshore’s port facilities. Raw metallurgical coal production from the Greenhills mine is anticipated to be 700 000 
tonnes in 1983. 

The Greenhills mine is expected to produce 700 000 to 1.0 million tonnes of thermal coal annually until 1986 
and production is expected to increase thereafter. Production of thermal coal totalled 347 000 tonnes in 1982. 
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Markets and Sales 


Westar Mining’s principal customers for metallurgical coal are located in Japan and Korea. It also sells 
metallurgical coal to customers in Taiwan, Pakistan, Brazil, Sweden and Chile. Westar Mining’s principal 
customers for thermal coal are located in Denmark, Hong Kong and Korea. 

Japan imports approximately one-half of all world-wide metallurgical coal shipped by sea. Westar Mining’s 
estimate of Japan’s imports of metallurgical coal for the five years ended December 31, 1982 is as follows: 


Year ended December 31 
Country of Origin 1982 1981 1980 1979 1978 


(Thousands of Tonnes) 


Australia sm 4oes eee 25 406 29128 29782 26 039 24 492 
United States iy ain 5). 2 aeeereneneee 23no 1) 21 STL 19 234 133512 8 869 
Canada. . 25, [Geer 97930 9 554 10 581 10 464 10 871 
Altiother 2700 eo cee ae 6 018 5 504 6 219 6 103 5 869 
Total imports. a. a. 64 870 65 757 61 816 56 118 50 101 


Total metallurgical coal imports for 1982 by Korea are estimated by Westar Mining at 6.2 million tonnes, of 
which 1.3 million tonnes (21%) were supplied by Canadian producers. Westar Mining’s principal competitors for 
metallurgical coal in these markets are producers in Australia, the United States and western Canada. 

Westar Mining’s principal competitors for thermal coal are producers in South Africa, Australia and the United 
States. 

Westar Mining’s deliveries of coal and revenues from coal sales and Westshore’s port operations for the five 
years ended December 31, 1982 and the six months ended June 30, 1983 were as follows: 


Six months 
ended‘ June 30 Year ended December 31 
Dalivence (Tonnes) 1983 1982 1981 1980 (1) 1979 1978 
(Thousands) 
Metallurgical coal 
Balmer: 
Japanese oe IL S38 3 488 4 286 3 888 4 445 4 093 
ore as 28 4 eee 665 1 094 1 434 865 798 443 
Others! eee ee. 419 B73 1 058 606 741 763 
‘Totaly: ee) eee eee 2 615 4 955 6 778 5 359 5 984 5 299 
Thermal coal 
Balmer.@e eee — 224 483 252 184 410 
Greenhillsz.4 fae eae ee 12 254 — — — 
Total 3 2o3424 ee il 478 483 252 184 410 
Coke: Gy. Bie eee ee 16 Zi 110 95 Mul 121 
‘Lotals.; tb esgao hee Oe ee Da, 5 464 PSMA 5 706 6 279 5 830 
Revenues 
Metallurgical coal 2 sagen st. $199,710 $385,777 $450,992 $331,766 $350,668 $305,049 
TLhermal.coal 43, .; eee ee 6,419 31,677 39,711 15,919 6,570 12,973 
Coke (3) ato eee 914 Bras) 14,561 LO 932 11,804 11,685 
Port revenues (4). =... ee oe S100 10,003 6,507 6,986 5.250 4,214 
Totaliet 0 JR eis 1a) Sere ee, $212,799 $430,609 Sim $365,403 $374,298 $333,921 
Notes: 


(1) Operations were affected by a nine week strike at the Balmer Operations. 
(2) Future deliveries of thermial coal are expected to be made predominantly from the Greenhills mine. 


(3) In April 1982, Westar Mining terminated its coke operations as a result of the closure of its major coke customer. Subsequent deliveries have 
been made from remaining inventory which is expected to be depleted by the end of 1983. 


(4) Port revenues are ship loading revenues earned from others. 


Westar Mining has been primarily a producer of metallurgical coal. However, with the development of the 
Greenhills mine, which produces both metallurgical coal and thermal coal, Westar Mining will be able to participate 
in expected new markets for thermal coal. Westar Mining sells its coal to customers who buy on a long term basis 
under contracts for various terms, virtually all having price reviews every one to three years. 

Westar Mining’s sales of Balmer metallurgical coal to Japan are under a 15 year contract (the ‘‘Balmer 
Contract’’) with Mitsubishi Corporation (‘‘Mitsubishi’’) expiring on March 31, 1985. Mitsubishi resells the coal to 
nine Japanese customers, principally steel manufacturers, which, together with Mitsubishi, own 33.4% of the 
Common shares of the Company. Westar Mining believes that the Japanese customers, although substantial 
shareholders of the Company, are primarily interested in obtaining an assured long term supply of coal at competitive 
prices. 

Since its commencement, the Balmer Contract has undergone significant revisions including adjustments for 
price, quality, quantity and escalation. Price reviews reflecting adjustment to world coal prices occurred in 1978 and 
1980 and in 1982 prices were again reviewed and set for one year to March 31, 1983. Because of lower world coal 
prices, depressed markets and volume reductions by the Japanese steel industry, Westar Mining, in line with its 
major competitors in Canada and elsewhere, agreed to reduce the Balmer Contract sales price effective April 1, 1983 
to $69.83 per tonne from $82.62 per tonne. The new price will be reviewed effective April 1, 1984. 

Westar Mining’s sales of Balmer metallurgical coal to Korea are under a 9 year contract with Posco which 
expires on March 31, 1985. Sales under this contract are at the same price as sales under the Balmer Contract. 

Based on discussions with Japanese customers and Posco, Westar Mining believes that the supply of Balmer 
metallurgical coal to these customers will continue on a long term basis beyond March 1985. 

Pursuant to the joint venture described above under ‘‘Greenhills Operations’’ Pohang Steel Canada Limited will 
take 20% of Greenhills coal production. Westar Mining has entered into contracts with terms of 3 to 20 years for the 
sale of its 80% share of Greenhills metallurgical coal with customers in Japan, Korea and Taiwan for a total of 
747 000 tonnes to March 31, 1984 and increasing to 1.2 million tonnes in the following year. The base price for 
Greenhills metallurgical coal under these contracts was fixed at $72.34 per tonne at July 1, 1980 and is subject to 
escalation through March 1986. The escalated price as of July 1, 1983 was $83.76 per tonne. On September 22, 1983 
the Company was advised by its Japanese customers that they wish to negotiate a reduction of the price for Greenhills 
metallurgical coal and, depending on the outcome of the price negotiation, an adjustment in volume levels, although 
the contract does not provide for such request. Any price reduction for the Japanese customers will be reflected in the 
contracts with customers in Korea and Taiwan. Westar Mining has also secured sales contracts with terms of 5 to 10 
years for the major part of the Greenhills thermal coal production with utility companies in Denmark, Hong Kong 
and Korea. Prices for thermal coal sold on the international market have been subject to significant fluctuations. 
Westar Mining estimates that current prices for contract sales on the international market range from $43 to $61 per 
tonne. Westar Mining has agreed to market Pohang Steel Canada’s 20% share of Greenhills thermal coal until March 
31, 1984. 


Transportation 

Westar Mining ships coal by unit trains approximately 1 100 kilometres from its mining facilities to West- 
shore’s coal handling and port facility over the railway line of Canadian Pacific Limited (*‘CP Rail’’). CP Rail has 
committed to carry 7.3 million tonnes per annum of coal from the Balmer Operations and 2.7 million tonnes per 
annum of Greenhills coal. This commitment extends to March 31, 1996. While turnaround time on trains may 
fluctuate according to weather and other factors, to date Westar Mining has not experienced any significant delays in 
shipments to customers due to rail transportation. The ocean transportation for almost all of Westar Mining’s coal 
sales is the responsibility of the customer. 


Westshore Terminals 

Westshore leases a 40 hectare site and certain adjacent water lots at Roberts Bank from the Vancouver Port 
Corporation. The lease has an initial term expiring in February 2002 and two 10 year renewal options. The present 
facility occupies 20 hectares and consists of a deepwater port and bulk loading facilities capable of handling an 
annual throughput of 12.5 million tonnes. 


Shipments from Westshore’s facilities for the five years ended December 31, 1982 and the six months ended 
June 30, 1983 were as follows: 


Six months 
ended June 30 Year ended December 31 
1983 1982 1981 1980 1979 1978 
(Thousands of Tonnes) 
Westar Mining cern ree 2 136 5 408 9236 5 610(1) 6 115 5 661 
Others le. aes: eee 2612 54123 4 326 4 976 4 066 3 544 
Totale tae s 34 oh eee 5 348 10 531 11 562 10 586 10 181 9 205 


Note: 


(1) Shipments were reduced as a result of a nine week strike at the Balmer Operations. 


Westshore is expanding its facility to handle additional shipments from the Greenhills mine and other 
producers. The expanded coal unloading and stockpiling facilities have recently commenced operation, with the new 
berth and ship loading facility becoming operational in the first quarter of 1984. The expanded facility will have an 
annual capacity of approximately 22 million tonnes by 1984. In 1984, Westshore anticipates handling 7.2 million 
tonnes of coal for Westar Mining and has entered into commitments for terms of 15 years to handle tonnages 
increasing to 14.5 million tonnes of coal per annum for other producers by 1985. 


Oil and Gas 


Westar Mining’s oil and gas activities are conducted through its wholly-owned United Kingdom subsidiaries. 
Through these subsidiaries, Westar Mining is participating in the exploration and development of the Brae field in 
the United Kingdom sector of the North Sea. Five separate reservoirs have been defined. At present the two most 
significant reservoirs are South Brae and North Brae which are contained within Block 16/7a in which Westar Mining 
has a 7.7% interest. South Brae is the first reservoir to be developed and production commenced in July 1983. 
Development of North Brae is scheduled to commence in 1983 with first production expected in late 1988. 
Exploration and delineation drilling is continuing in the remaining reservoirs designated as Central, East and West 
Brae but at present there are no specific plans relating to development of these areas. 

Westar Mining’s participation in the Brae field is governed by certain joint operating agreements among the 
owners of all interests in each block. A subsidiary of Marathon Oil Company (*“‘Marathon’’) is the operator and is 
responsible for conducting operations on behalf of all parties. 

Westar Mining’s interest in Block 16/7a was acquired from a subsidiary of Bow Valley Industries Ltd. (““‘Bow 
Valley’’) pursuant to an agreement originally entered into in January 1977, under which one-half of Bow Valley’s 
interests in Blocks 16/7a, 16/3a and 16/2a were transferred to the Westar Mining subsidiaries and a subsidiary of The 
Louisiana Land and Exploration Company (‘‘LL&E’’). Their present respective interests are as shown below: 


Blocks 16/7a Block 

and 16/3a 16/2a 

Bow: Valley ower nie: si. ene 14.0% g/l’ 
Westar Minino 27 tnc hots. . eee The 9.625% 
1 ad On Pen POEM so os 6.3% 7.875% 


The Bow Valley agreement requires Westar Mining and LL&E to advance an amount equal to 55% and 45% 
respectively of all costs payable by Bow Valley under the various operating agreements relating to these blocks. This 
obligation ceases once all previous advances have been repaid, together with interest, out of 70% of the net proceeds 
of sale of Bow Valley’s share of production from these blocks, after deduction of operating costs, taxes and royalties. 
Until full repayment has been achieved the general effect of these arrangements with respect to North and South Brae 
is to obligate Westar Mining to fund 15.4% of all expenditures and to entitle Westar Mining to approximately 13.1% 
of the net cash flow generated from the production of oil and gas. It is not possible to determine when such repayment 
might be achieved as such repayment is dependent on a variety of factors, including oil prices, interest and 
production rates and the possible development of other Brae reservoirs. 

Each of Westar Mining and LL&E can elect to be released from its obligations under the Bow Valley 
agreement. In such event the withdrawing party’s interest is forfeited to the remaining party which must then assume 
the withdrawing party’s obligations. If both parties so elect, their interests will be forfeited to Bow Valley and Bow 
Valley will have no obligation to repay previous advances. 
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South Brae 


Proven reserves of recoverable oil and natural gas liquids within South Brae are estimated by Marathon to be 
300 million barrels. Westar Mining’s 7.7% share of such reserves is 23 million barrels of oil and natural gas liquids. 
Westar Mining’s 7.7% share of production is expected to be approximately 8,600 barrels per day of oil and natural 
gas liquids during the period 1984 through 1987 and will decline during the following years. Production from South 
Brae is shipped through a pipeline to Cruden Bay, Scotland. 

Including its obligation to fund Bow Valley’s interest, Westar Mining’s share of total exploration and 
development expenditures for South Brae, including interest, is estimated to be $424 million of which $367 million 
had been incurred up to June 30, 1983. U.S. $300 million of this amount is being financed through a syndicated 
credit facility described below under ‘*Credit Facilities’’. 


North Brae 


North Brae, the second reservoir in Block 16/7a to be developed, contains recoverable reserves estimated by 
Marathon to be approximately 200 million barrels of condensate and 600 billion cubic feet of natural gas. Westar 
Mining’s share of these reserves approximates 15 million barrels of condensate and 46 billion cubic feet of natural 
gas. Development is expected to take approximately five years with first production in late 1988. Westar Mining’s 
7.7% share of peak condensate production in 1990 is expected to be 5,500 barrels per day. Production of natural gas is 
not expected until 1997. Condensate production will be transported from North Brae by a new pipeline to South Brae 
which will connect with the existing pipeline to Cruden Bay. 

Westar Mining’s participation in North Brae involves capital expenditures, excluding interest, of approximate- 
ly $540 million consisting of $270 million for its 7.7% interest and $270 million for its obligation to fund Bow 
Valley’s interest. Approximately 75% of these expenditures are expected to be incurred from 1985 through 1988. 

Westar Mining expects that borrowings not in excess of current levels and projected cash flows from South 
Brae, including the receipt of 70% of Bow Valley’s cash flows from South Brae, will provide sufficient funds to meet 
its obligations for future South and North Brae capital expenditures. The cash flows from South Brae will reflect the 
deferral of U.K. taxes on South Brae revenues from 1983 to 1988 as a result of North Brae capital expenditures. The 
cash flow projections are based on scheduled oil production and on certain economic assumptions which include an 
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oil price of U.S. $29.75 per barrel escalating at 8% per annum, interest at 10% per annum, operating costs escalating 
at 8% per annum and capital expenditures escalating at 10% per annum. No new credit facility will be required if 
principal repayments under the U.S. $300 million syndicated credit facility described below under ‘‘Credit 
Facilities’’ are deferred until after the commencement of North Brae production. Westar Mining plans to arrange 
such a deferral in late 1983 or 1984 and initial discussions in this regard have taken place with the majority of the 
lenders under the existing facility. 

Revenues from South Brae will be affected by production volumes, recovery rates and world crude oil prices. 
As capital expenditures for North Brae development will be largely in U.K. currency while oil revenues are received 
in U.S. currency, the extent to which Westar Mining will be able to use South Brae revenues to finance North Brae 
expenditures will be affected by fluctuations in exchange rates. Westar Mining is investigating methods of reducing 
its exposure to exchange rate fluctuations. 


EMPLOYEE RELATIONS 


Westar Mining employs approximately 2,000 people. The principal unions certified to represent certain 
employees of Westar Mining are the United Mine Workers of America, Local 7292 covering approximately 1,060 
employees, the Office and Technical Employees’ Union, Local 378 covering approximately 110 employees, the 
Greenhills Workers’ Association covering approximately 270 employees and three locals of the International 
Longshoremen’s and Warehousemen’s Union, Locals 502, 514 and 517 covering approximately 110 employees. The 
contracts with the United Mine Workers of America and the Office and Technical Employees’ Union expire 
December 31, 1983 and the contracts with the International Longshoremen’s and Warehousemen’s Union expire on 
January 31, 1984. A first collective agreement with the Greenhills Workers’ Association was settled as of April 1, 
1983. The agreement remains in force from year to year until either party exercises its right as of any anniversary date 
to commence collective bargaining for a new agreement. 


MANAGEMENT DISCUSSION OF OPERATIONS 
Outlook 


The profitability of coal operations is mainly affected by volumes of coal shipped to customers, prices at which 
the coal is sold and the efficiency of coal production. 

The world-wide depressed economic conditions in 1982 resulted in reduced requirements for coal in many 
consuming countries and many customers reduced purchases of coal in the latter half of 1982. Shipments of Balmer 
metallurgical coal to Japan for the contract year ended March 31, 1983 were 3.3 million tonnes which represents 75% 
of agreed tonnage under the Balmer Contract. The Company expects that coal shipments to Japan will reduce to 
approximately 3.0 million tonnes in the contract year ending March 31, 1984 and will remain at that level for the 
duration of the contract. Shipments of Balmer metallurgical coal to Korea are expected to be approximately 1.0 
million tonnes annually for the duration of the contract. Shipments of Balmer metallurgical coal to other customers 
are expected to total approximately 1.0 million tonnes for the same period. 

Although Japan is expected to continue to be a major customer for Balmer metallurgical coal beyond the expiry 
of the Balmer Contract in 1985, Westar Mining has taken steps to diversify its markets for metallurgical coal. While 
some increase in Japanese steel production is expected over the next three to five years, any resulting increase in 
demand for metallurgical coal will be offset by additional supply of approximately 16 million tonnes annually from 
new mines in western Canada and Australia, including the Greenhills mine which is expected to ship 1.6 million 
tonnes in 1984 and to ship at capacity of 1.8 million tonnes by 1985. The Japanese customers have requested a review 
of the price and volume levels under their contract for Greenhills metallurgical coal, as described under *‘Coal — 
Markets and Sales’’. 

Westar Mining has taken steps to increase the efficiency and cost effectiveness of its Balmer Operations by 
reducing inventories through a series of shutdowns and permanent reductions in the work force, implementing a cost 
control program which included a four week vacation shutdown during July and August 1983 and by improvements 
and additions to its facilities and equipment. Cost reductions are also being achieved in 1983 through reduced 
stripping in surface mining operations. However, it is expected that stripping will return to normal levels in 1984. 

Westar Mining has also taken steps to increase its thermal coal sales through the development of the Greenhills 
mine. The price of thermal coal is presently about 40% of the energy equivalent price of oil based on landed prices in 
Japan. An economic incentive is expected to continue to exist to use thermal coal over oil for new electric power 
facilities. Although demand for electricity has been reduced by world-wide economic conditions, which has resulted 
in an oversupply of thermal coal and reduced prices, Westar Mining expects that an improvement in economic 
conditions internationally will result in an increase in demand for and the price of thermal coal. 

Production of oil from the South Brae field commenced in July 1983 and will contribute to the net earnings and 
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cash flow of Westar Mining. Development of North Brae is scheduled to commence in 1983 and significant capital 
expenditures will be incurred from 1985 through 1988. It is expected that production from North Brae will 
commence in late 1988. Cash flows from South Brae production, including the receipt of 70% of Bow Valley’s cash 


flows from South Brae, and borrowings not in excess of current levels are expected to fund all future South and North 
Brae expenditures. 


Operating Results 


Revenues and net earnings of Westar Mining for the last three fiscal years and the six month periods ended June 
30, 1983 and 1982 were as follows: 


Six months ended 


June 30 Year ended December 31 
1983 1982 1982 1981 1980 
(Unaudited) 
(Millions) 
Revenues 
CO AUR arent crt Oud eA Bes ie ne sb oe S21088 $234.7 $430.6 $511.8 $365.4 
Interest and other income ............. {1 4! 0.5 eZ, 1.8 11.9 
$214.2 23022 $431.8 $513.6 $377.3 
Earnings before extraordinary items....... $322 6220.2 $ 51.4 5. 70:5 $ 42.4 
BxiraordinanyitemSa:..0« ahve. ancacetien 28.1 21.4 — 230.4 
INGieAUMING Stier. 42 caer onn erick eae ean eee 9: 5453 $ 72.8 $ 70.5 $272.8 


First Six Months of 1983 Compared to First Six Months of 1982 


Net earnings for the six months ended June 30, 1983 amounted to $32.2 million compared to $54.3 million for 
the same period in 1982. Net earnings in 1982 included as an extraordinary item an after tax gain of $28.1 million 
from the sale of the Company’s interest in the Sable Island oil and gas field to a subsidiary of B.C. Resources. 

Earnings before extraordinary items for the six months ended June 30, 1983 amounted to $32.2 million 
compared to earnings of $26.2 million for the same period in 1982. 

Coal revenue decreased by $21.9 million to $212.8 million primarily due to lower shipment volumes of 
metallurgical and thermal coal. The price of metallurgical coal under the Balmer Contract with Mitsubishi for the 
first quarter of 1983 was $82.62 per tonne or $15.65 higher than the price for the first quarter of 1982. However, 
effective April 1, 1983, the price was reduced by $12.79 to $69.83 per tonne, reflecting the severe recession the 
Japanese steel industry is currently suffering. 

Cost of products sold decreased by $24.5 million to $128.8 million due to lower shipment volumes and lower 
quantities of overburden removal and cost reduction measures at the Balmer Operations. General and administrative 
expenses decreased by $1.1 million to $14.7 million primarily due to the six week shutdown at the Balmer Operations 
in 1983 and reduced staff levels. Interest costs relating to long-term debt amounted to $23.4 million in the six month 
period in 1983 compared to $26.8 million for the comparable period in 1982. This decrease is due to lower interest 
rates in 1983 which more than offset interest costs incurred on the increase in long-term borrowings used to finance 
capital expansion projects. In the six month period in 1983 $22.8 million of such interest cost was capitalized as part 
of the cost of major development projects as compared with $22.9 million for the corresponding period in 1982. The 
provision for income taxes increased as a result of the higher earnings. 


1982 Compared to 1981 

Net earnings in 1982 amounted to $72.8 million compared to $70.5 million in 1981. Net earnings in 1982 
include $21.4 million as extraordinary items from the gain on sale of the Sable Island oil and gas interest offset by a 
provision for loss on a note receivable. Earnings before extraordinary items decreased by $19.1 million to $51.4 
million in 1982 primarily as a result of lower coal shipments and increases in operating costs. 

Coal revenue decreased by $81.2 million to $430.6 million primarily due to lower metallurgical coal shipments 
partly offset by higher metallurgical coal prices. The decrease in metallurgical coal shipments of 1 823 000 tonnes 
was due to the global recession in the steel industry. In 1982 63% of revenue from coal shipments was derived from 
metallurgical coal delivered to Japan under the Balmer Contract compared to 55% in 1981. The price of metallurgical 
coal under this contract increased by $15.65 to $82.62 per tonne for the period April 1, 1982 to March 31, 1983. 

Cost of products sold decreased by $46.8 million to $281.4 million primarily due to lower shipment levels and 
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decreases in sales commissions. However, unit costs increased by 18% due to increases in rail freight, labour and 
materials costs. General and administrative expenses increased by $2.7 million to $28.9 million primarily due to 
higher property tax, salary and insurance costs. Interest costs relating to long-term debt increased to $60.1 million in 
1982, up from $26.4 million in 1981, due to the higher debt levels funding the capital expansion projects. In 1982, 
$53.7 million of such interest cost was capitalized as part of the cost of major development projects as compared with 
$22.3 million in 1981. The provision for income taxes decreased as a result of lower earnings. The effective tax rate 
decreased by 1.5% to 45.6% primarily as a result of earned depletion benefits related to spending on the Greenhills 
mine. 


1981 Compared to 1980 


Net earnings in 1981 amounted to $70.5 million compared to $272.8 million in 1980. Net earnings in 1980 
include an extraordinary gain on the sale of Westar Mining’s asphalt paving and materials business and Canadian 
onshore oil and gas operations. Net earnings before extraordinary items increased by $28.1 million primarily as a 
result of higher shipments after a nine week strike at the Balmer Operations in 1980. 

Coal revenue increased by $146.4 million to $511.8 million primarily due to higher metallurgical coal shipments 
at higher prices. A decrease of $10.1 million in interest and other income was due to cash balances being depleted to 
meet capital expenditures. In 1981, 55% of revenue from coal shipments was derived from metallurgical coal 
‘delivered to Japan under the Balmer Contract, compared with 66% in 1980. 

Cost of products sold increased by $99.1 million to $328.2 million primarily due to higher shipment levels and 
as a result of increases in rail freight, labour and materials costs. General and administrative expenses decreased by 
$9.8 million to $26.2 million primarily due to lower head office salary and travel costs as a result of staff decreases, 
capitalization of costs associated with the development of the Greenhills mine and a decrease in legal and other 
outside services. Interest costs relating to long-term debt increased to $26.4 million in 1981, up from $9.4 million in 
1980. The increase was due to higher debt levels. In 1981, $22.3 million of such interest cost was capitalized as part 
of the cost of major development projects as compared with $3.4 million in 1980. The provision for income taxes — 
increased as a result of the higher earnings. However, the effective tax rate decreased by 6.4% to 47.1% primarily as a 
result of earned depletion benefits related to spending on the Greenhills mine. 


GOVERNMENT REGULATION 
Coal 


Westar Mining’s coal operations must comply with certain provincial laws and regulations. The Coal Mines 
Regulation Act of British Columbia governs mining operations, reclamation and health and safety standards. Westar 
Mining believes its coal operations substantially comply with all applicable provisions thereof. 

In accordance with existing British Columbia legislation Westar Mining conducts both the exploration and 
production phases of its coal mining pursuant to reclamation plans which are approved by the Minister of Energy, 
Mines and Petroleum Resources. The purpose of the reclamation program is to rehabilitate mined lands through 
re-establishment of watershed, plant and wildlife values as quickly as practicable. Reclamation costs were 
approximately $1.7 million in 1982 and are expected to be approximately $1.0 million in 1983. 

Legislation exists permitting both federal and provincial agencies to set environmental quality standards. The 
federal Ministry of the Environment has set no standards to date directly affecting Westar Mining, but has 
coordinated its efforts through the British Columbia Waste Management Branch. The Waste Management Branch 
has published objectives regarding the quality and character of contaminants which may be discharged into any 
waters, land or air. The Director of the Waste Management Branch issues pollution control permits and uses these 
objectives in determining if an applicant is entitled to a permit. Westar Mining has obtained all permits required for 
its current operations. 


Oil and Gas 


Responsibility for all matters concerning the petroleum industry in the United Kingdom rests with the 
Department of Energy. The Secretary of State for Energy has the power to regulate exploration, development, 
conservation, levels of production and pricing. 

Where a United Kingdom oil field, such as South Brae, was approved for development before April 18, 1982 
production therefrom is subject to royalties of 12'2% based on world prices. The government has announced and 
legislation has been introduced but not yet enacted to provide that certain oil fields approved after that date will not 
be subject to royalty. It is not clear whether North Brae will be subject to royalty under the new legislation. In 
addition, a Petroleum Revenue Tax (“‘PRT’’) is levied on profits from all oil fields in the United Kingdom on a field 
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by field basis. PRT has been assessed at a rate of 75% on oil field profits since January |, 1983. Generally, profits are 
calculated for PRT by deduction from production revenue (and, in certain cases, deemed revenue) of operating 
costs, field exploration costs (including unsuccessful exploration costs in other United Kingdom offshore areas) and 
135% of qualifying development costs under contracts entered into after January 1, 1979. In certain circumstances 
other deductions are available in calculating PRT. PRT payments are deductible in computing taxable profits from oil 
and gas production for the purposes of the United Kingdom Corporation Tax of 52%. Oil and gas producers will be 
required to make advance payments of PRT (‘‘APRT’’) equal to 15% to December 31, 1984, 10% for 1985, and 5% 
for 1986 of gross revenues less an oil allowance of one million tonnes per year. Production revenues will be computed 
from the value of oil and gas determined for PRT. APRT payments will be set off as soon as possible in full against 
PRT liability and are not required in respect of periods after December 31, 1986. 


CAPITAL EXPENDITURES 


Capital expenditures for the five years ended December 31, 1982 and for the six months ended June 30, 1982 and 
1983 were as follows: 


Six months 
ended June 30 Year ended December 31 

1983 1982 1982 198] 1980 1979 1978 

(unaudited) 

(Millions) 

Balmer Operations... .¢...-..: 24: a 2 Sb 21 made hee $28.7 $ 24.5 $16.2 
Greembulls mine. + acd es ood ees 50.9 133 te? 80.6 LOS 2.6 — 
VV OSES INGOT atc xr aso, a: ewe dean’ tue tates 29.1 22.9 123) 19.3 2.9 ) 6 
LEW 1 T0707 ete gee ley ea — — — 4 Dy) 10.6 8.4 
Oil and Gas — Brae (1).......... 29.2 30.3 Tiel JOe? 24.2 1.9 — 
me OMNES vias eta pitt — — — 5:0 19.3 16.1 9.3 
Discontinued operations.......... ~- — — — 4.5 60.0 O72 
$111.9 $153.4 $365.8 $210.8 $95.6 $116.4 $44.0 


Note: 

(1) This does not include Westar Mining’s obligation as referred to under ‘“Business of Westar Mining — Oil and Gas’”’ to fund Bow Valley’s 
interests in the Brae field which, including interest, amounted to $1.9 million in 1979, $25.3 million in 1980, $63.9 million in 1981, $71.1 
million in 1982, $32.5 million in the first six months of 1982 and $27.9 million in the first six months of 1983. 

Westar Mining’s 1983 capital expenditure program is estimated at $188 million including $60 million for the 
expansion of Westshore’s facilities, $60 million for the Greenhills mine, $63 million for the Brae field and $5 million 
for Balmer Operations. The foregoing does not include Westar Mining’s obligation to fund Bow Valley’s interests in 
the Brae field which is estimated at $52 million for 1983. 


CREDIT FACILITIES 


The Company has loan facilities with two Canadian chartered banks. One facility, amounting to $170 million, 
matures on April 1, 1984 and is used for general corporate purposes. The credit terms contemplate an extended 
repayment period and preliminary discussions to this effect have been held. At August 31, 1983, $86 million was 
outstanding under this facility. The other facility amounts to $300 million. Loans under this facility are being used to 
finance the development of the Greenhills mine, the Westshore port expansion and for general corporate purposes. 
The facility consists of a revolving loan of which $269 million was outstanding at August 31, 1983. This facility can 
be converted into a term loan by either the Company or the chartered bank. After such conversion, the term loan is 
repayable over seven years. 

Three of the Company’s U.K. subsidiaries have a U.S. $300 million syndicated credit facility for South Brae 
secured by fixed and floating charges on Westar Mining’s interest in that portion of the licences, assets and revenues 
relating to South Brae. U.S. $175 million of this facility is repayable in eight equal semi-annual instalments 
commencing June 30, 1985 and has been guaranteed by the Company. The remaining U.S. $125 million is repayable 
only out of Westar Mining’s share of net cash flow from its South Brae interest and is due no later than December 31, 
1988. At August 31, 1983 U.S. $175 million of the guaranteed portion and U.S. $115 million of the remainder were 


outstanding under this facility. 


CONSOLIDATED CAPITALIZATION 


Outstanding at 
August 31, 1983 
Outstanding at Outstanding at after giving effect 
Authorized June 30, 1983 August 31, 1983 to this issue 
(Dollars in Thousands) 


Long-Term Debt (1) 


Bank credit agreements ..... $470,000 $361,568 $355,187 $311,972 
South Brae Field 

Credit Agreement (2)(3) ... U.S.300,000 339,321 356,896 356,896 
Other? Te ia, ee eee 14,680 Vay 72 14,772 


Share Capital 
Class A Preferred shares with 


a par value of $25 each... 5,000,000 shs. 
Series | Preferred 
Shares (this issue) ... 1,800,000 shs. — — 1,800,000 shs. 
($ 45,000) 
Common shares with a par 
value of $1 each (4) ...... 28,000,000 shs. 18,247 -530'shs: 18,247,530" shs? "7 1182247,530%shs: 
($ 18,248) ($ 18,248) ($ 18,248) 


Notes: 


(1) For details of long-term debt, reference is made to Note H to the Consolidated Financial Statements. Except as indicated in Note (2) below, 
all long-term debt is unsecured. For details of bank credit agreements reference is made to ‘‘Credit Facilities’’. 


(2) This facility is secured by fixed and floating charges on Westar Mining’s interest in that portion of the licences, assets and revenues relating 
to South Brae. 


(3) Liabilities repayable in U.S. dollars have been translated at exchange rates in effect on the dates of the transactions. 


(4) In addition to the stated dollar value of the Common shares shown above, the Company had retained earnings of $143,472,000 and 
contributed surplus of $15,232,000 at June 30, 1983. 


USE OF PROCEEDS 


After deducting expenses of issue of approximately $300,000, the estimated net proceeds of $43,215,000 to be 
derived by the Company from the sale of the Series | Preferred Shares will be applied to reduce indebtedness under 
the facilities with Canadian chartered banks incurred to finance working capital requirements and capital expendi- 
tures as outlined under ‘*‘Capital Expenditures”’. 


PLAN OF DISTRIBUTION 


Under an agreement dated September 28, 1983, between the Company and McLeod Young Weir Limited and 
Pemberton Houston Willoughby Incorporated (the ‘‘Underwriters’’), the Company has agreed to sell and the 
Underwriters have agreed to purchase, subject to the terms and conditions stated therein, on October 18, 1983, or 
such other date as the Company and the Underwriters may agree upon but in any event not later than November 15, 
1983, all but not part of the Series | Preferred Shares at a price of $25 per share, payable to the Company against 
delivery of the Series 1 Preferred Shares. The agreement provides for the payment to the Underwriters of a fee of 
$1,485,000 payable out of the general corporate funds of the Company for various services relating to the issue and 
sale of the Series 1 Preferred Shares. The obligations of the Underwriters under the agreement may be terminated at 
their discretion on the basis of their assessment of the state of the financial markets and may also be terminated upon 
the occurrence of certain stated events. The Underwriters are, however, obligated to take up and pay for all the Series 
1 Preferred Shares if any are purchased under such agreement. 

In connection with this offering, the Underwriters may over-allot or effect transactions which stabilize or 
maintain the market price of the Series 1 Preferred Shares at a level above that which might otherwise prevail in the 
open market. Such transactions, if commenced, may be discontinued at any time. 
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DETAILS OF THE OFFERING 
Capital 


The authorized capital of the Company consists of 33,000,000 shares divided into 28,000,000 Common shares 
with a par value of $1 each (“‘Common Shares’’) and 5,000,000 Class A Preferred shares witha par value of $25 each 
(‘Preferred Shares’’). Preferred Shares may be issued in one or more series with such special rights and restrictions 
as the directors of the Company may determine before the issue thereof. The Series | Preferred Shares will be the first 
series of Preferred Shares. 

The Company will furnish on request a copy of the texts of the provisions attaching to the Preferred Shares as a 
class and the Series | Preferred Shares as a series. 


Certain Provisions of the Preferred Shares as a Class 


The following is a summary of the material attributes of and special rights and restrictions attaching to the 
Preferred Shares as a class. 


Issuable in Series 


The Preferred Shares may be issued from time to time in one or more series in such numbers and with such 
special rights and restrictions attached to each series as the directors of the Company may determine by resolution. 
Priority 

The Preferred Shares of each series will rank equally with the Preferred Shares of every other series with respect 
to dividends and a return of capital on a winding-up of the Company and on the occurrence of any other event which 
would result in holders of all series being entitled to a return of capital. The Preferred Shares as a class are entitled on 
a winding-up to receive, before any distribution on the Common Shares and any other shares ranking junior to the 
Preferred Shares with respect to the repayment of capital, the amount paid up thereon, together with any fixed 
premium and all accrued and unpaid cumulative preferential dividends and all declared and unpaid non-cumulative 
preferential dividends. 


Creation of Shares 

The Company may not, without the consent of the holders of the Preferred Shares given in the manner described 
below under ‘‘Modification’’, create any other class of shares ranking prior to the Preferred Shares with respect to the 
payment of dividends or the repayment of capital. The Company without such consent may create and, except as 
may be provided in the special rights and restrictions attached to any series of Preferred Shares, issue one or more 
classes of shares ranking junior to or equally with the Preferred Shares with respect to the payment of dividends or the 
repayment of capital. 


Voting Rights 

The holders of the Preferred Shares are not entitled to any voting rights as a class except as provided by law with 
respect to certain matters as described under ‘*‘Modification”’ below and except that the directors are empowered to 
attach voting rights to each series relating to the election of directors on a default in payment of dividends. 


Modification 

Under the Company Act of British Columbia, the special rights and restrictions attaching to the Preferred 
Shares as a class may not be interfered with or prejudiced without the consent of the holders of the Preferred Shares 
given by a separate resolution passed by at least three-fourths of the votes cast at a meeting of such holders duly 
called for the purpose at which one-third of the outstanding Preferred Shares are represented. In addition, if a series 
of Preferred Shares is affected differently from another series of Preferred Shares, a separate consent is required 
under the Company Act to be similarly given by the holders of the series so affected. 


Certain Provisions of the Series 1 Preferred Shares as a Series 
The following is a summary of the material attributes of and special rights and restrictions attaching to the 
Series | Preferred Shares. 
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Dividends 


The holders of the Series | Preferred Shares will be entitled to receive fixed cumulative preferential cash 
dividends as and when declared by the directors of the Company at the rate of $2.5625 per share per annum, to accrue 
from the date of issue and to be paid quarterly on January 15, April 15, July 15 and October 15 in each year. Assuming 
an issue date of October 18, 1983, an initial dividend of $0.619735 per share will be payable on January 15, 1984. 
Retraction Privilege 

The Company will be required to redeem on April 15, 1989 and October 15, 1992 (the “‘retraction dates’’) any 
Series | Preferred Shares tendered on or before March 31, 1989 and September 30, 1992, respectively, at a price of 
$25 per share plus all accrued and unpaid dividends to the respective retraction date, the whole subject to the 
provisions which follow. 

The Company will on or before February 28, 1989 and on or before August 31, 1992 give notice (the 
‘‘Retraction Notice’’) to the holders of record of the Series 1 Preferred Shares of the respective retraction date and 
their right to require the Company to redeem Series 1 Preferred Shares. Holders electing to require the Company to 
redeem shares must complete the retraction panel on their share certificates and must deposit the certificates for the 
shares to be redeemed with the transfer agent on or before the close of business on March 31, 1989 or September 30, 
1992, as the case may be. The deposit for retraction will be irrevocable except to the extent the Company fails to 
redeem the shares in respect of which the election was made. 

If the redemption by the Company on a retraction date of all Series 1 Preferred Shares required to be redeemed 
would be contrary to applicable law, the Company will be required to redeem on a pro rata basis the maximum 
number of shares (rounded in each case to the next lower multiple of 1,000 shares) as it is then permitted to redeem. 
Thereafter, the Company will be required to redeem on each succeeding dividend payment date on a pro rata basis 
such further number of shares (rounded in each case to the next lower multiple of 1,000 shares) as it is permitted to 
redeem, until all shares required to be redeemed have been redeemed. * 


Exchange Option 


The Company, in either or both of the Retraction Notices, may elect to offer holders of the Series 1 Preferred 
Shares the right to exchange, subject to the restrictions outlined below, on a share for share basis, Series 1 Preferred 
Shares for a new series of Preferred Shares (*‘Additional Shares’’) having the material attributes described in the 
Retraction Notice. Holders of Series 1 Preferred Shares electing to exchange will be required to complete a notice of 
exchange accompanying the Retraction Notice and to deposit the completed notice of exchange and the certificates 
for the shares to be exchanged with the transfer agent on or before the close of business on March 31, 1989 or 
September 30, 1992, as the case may be, for exchange on April 15, 1989 or October 15, 1992, respectively. The 
deposit for exchange will be irrevocable except to the extent the Company fails to exchange the shares in respect of 
which the election was made. Holders of Series | Preferred Shares who deposit their shares for exchange will be 
entitled to all accrued and unpaid dividends thereon to April 15, 1989 or October 15, 1992, respectively. 

If the Company elects to offer the holders the right to exchange Series | Preferred Shares for Additional Shares 
it may issue the Additional Shares only if it creates a sufficient number of Additional Shares to permit the exchange 
of all Series 1 Preferred Shares then outstanding and it is not in arrears in the payment of dividends on the Series | 
Preferred Shares. The Company shall use reasonable efforts to qualify, if necessary, the Additional Shares for 
distribution to the public in all provinces of Canada in which there are registered holders of Series 1 Preferred Shares 
or in which there is a stock exchange on which the Series | Preferred Shares are listed and to have the Additional 
Shares listed on each stock exchange on which the Series 1 Preferred Shares are then listed. 

Redemption 

The Series 1 Preferred Shares will not be redeemable before April 15, 1989 except as outlined in the paragraph 
below but will be redeemable on and after that date at the option of the Company, in whole at any time or in part from 
time to time, at the following prices: 


If Redeemed in the 


12 Months Beginning April 15 Price per Share 
1989 oe cen skeet NEON. « 9:7 cht een crete Oe ee tom S20:20 
LO eae sco yued REE ieee testa cece Si oa’ Scere Rn at DTG a, A) 
LO has cise ape ieacee ek iac)-s) of ie ie Pe ea ae ie 25.65 
LOOT. ARES Pe Hee aw © IAL. «2 cere Ut, SO ee RU Us. IR oe Pe 2d. oD 
1993 and thereattern 2 sci: «oa ee Re ee a 25.00 


plus an amount equal to all accrued and unpaid dividends to the date fixed for redemption, the whole constituting the 
‘‘redemption price’’. 

If the Board of Directors determines by resolution to reorganize the Company or its undertakings, properties 
and assets in the manner described in the special rights and restrictions attached to the Series 1 Preferred Shares, all 
but not less than all the Series 1 Preferred Shares will be redeemable at the option of the Company on a date fixed for 
redemption not more than 60 days after such determination ata price per share which is the greater of $26.25 plus an 
amount equal to all accrued and unpaid dividends to the date fixed for redemption or the weighted average price per 
Series | Preferred Share on The Toronto Stock Exchange for the 20 consecutive trading days preceding such 
determination. 

Notice of any redemption will be given by the Company at least 30 days prior to the date fixed for redemption. If 
less than all Series | Preferred Shares are at any time to be redeemed, the shares to be redeemed will be selected by lot 


in such manner as the Board of Directors shall by resolution determine or if the Board of Directors so decides, may be 
redeemed pro rata, disregarding fractions. 


Purchase Obligation 


The Company will make all reasonable efforts to purchase for cancellation in the open market the number of 
Series | Preferred Shares determined below commencing with the calendar quarter beginning July 1, 1985, at a price 
not exceeding $25 per share plus an amount equal to all accrued and unpaid dividends plus costs of purchase: 

(i) during the period from July 1, 1985 to June 30, 1989, 9,000 Series 1 Preferred Shares per calendar quarter 

(2% per year); 

(ii) during the period from July 1, 1989 to December 31, 1992, 1% per calendar quarter (4% per year) of the 

number of Series | Preferred Shares outstanding at the close of business on April 15, 1989; and 

(111) commencing January 1, 1993, 1% per calendar quarter (4% per year) of the number of Series | Preferred 

Shares outstanding at the close of business on October 15, 1992. 

If, notwithstanding the making of all reasonable efforts, the Company is unable to fulfil this obligation in any 
calendar quarter, the obligation will carry over only to the succeeding calendar quarters of the same calendar year 
and will thereupon be extinguished. The obligation of the Company to purchase any Series | Preferred Shares 
pursuant to this provision is subject to any applicable law and to *‘Restrictions on Dividends, Retirement of Shares 
and Issue of Additional Preferred Shares’’. 


Purchase for Cancellation 

Except as noted under ‘‘Restrictions on Dividends, Retirement of Shares and Issue of Additional Preferred 
Shares’’, the Company may at any time purchase for cancellation in the open market or by invitation for tender any 
Series 1 Preferred Shares at a price per share, if purchased prior to April 15, 1989 not exceeding $26.25 plus an 
amount equal to all accrued and unpaid dividends and, if purchased at any other time, at a price per share not 
exceeding the redemption price, plus in each case costs of purchase. 


Restrictions on Dividends, Retirement of Shares and Issue of Additional Preferred Shares 
So long as any Series | Preferred Shares are outstanding, the Company shall not without prior approval of the 
holders of Series | Preferred Shares given as described below under ‘‘Modification”’: 
(i) declare or pay any dividend on the Common Shares or any other shares of the Company ranking junior to 
the Series | Preferred Shares (other than stock dividends in any such junior shares); or 
(ii) redeem, purchase or otherwise retire any shares of the Company ranking junior to or equally with the 
Series 1 Preferred Shares (except out of the net cash proceeds of a concurrent issue of junior shares); 
(iii) redeem, purchase or otherwise retire less than all the Series 1 Preferred Shares except in connection with 
the exercise of the retraction privilege attached thereto; or 
(iv) issue any further series of Preferred Shares or any other shares ranking equally with or prior to the Series | 
Preferred Shares; 
unless: 
(a) all dividends then payable on the Series | Preferred Shares shall have been declared and paid; and 
(b) the aggregate amount of capital paid up on shares ranking junior to the Series | Preferred Shares plus the 


Company’s consolidated retained earnings, contributed surplus as at July 31, 1983 and contributed surplus 
resulting from the issuance of any shares ranking junior to the Series 1 Preferred Shares would be greater 
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than or equal to the aggregate amount of capital paid up on and contributed surplus resulting from the 
issuance of the Series | Preferred Shares and any additional preferred shares ranking equally with the 
Series 1 Preferred Shares then outstanding, after giving effect to the events described in (1) to (iv) above. 


Rights on Liquidation 


In the event of the liquidation, dissolution or winding-up of the Company, before any payment or distribution to 
the holders of the Common Shares or any other shares ranking junior to the Series | Preferred Shares, the holders of 
the Series 1 Preferred Shares will be entitled to receive $25 per share plus an amount equal to all accrued and unpaid 
dividends up to the date of the distribution. If the liquidation, dissolution or winding-up is voluntary, the holders of 
the Series 1 Preferred Shares will be entitled to receive $26.25 per share plus an amount equal to all accrued and 
unpaid dividends up to the date of distribution, if the event occurs prior to April 15, 1989, and, if the event occurs at 
any other time, the then applicable redemption price per share. After payment of such amounts, the holders of the 
Series 1 Preferred Shares will not be entitled to share in any further distribution of assets of the Company. 
Modification 

The special rights and restrictions attaching to the Series | Preferred Shares may be repealed, altered, modified, 
amended or amplified only with the sanction of the holders of the Series 1 Preferred Shares. Any such sanction to be 
given by the holders of the Series | Preferred Shares may be given in writing by all of the holders of the outstanding 
Series | Preferred Shares or by a resolution passed by at least three-quarters of the votes cast at a meeting or 
adjourned meeting of the holders of Series | Preferred Shares called and held for that purpose. The quorum for any 
such meeting is the holders of one-third of the Series | Preferred Shares and at an adjourned meeting, subject to the 
Company Act of British Columbia, the quorum is the holders of the Series | Preferred Shares there represented. 

Under the Company Act of British Columbia, the series provisions attaching to the Series | Preferred Shares, if 
affected differently from those attached to another series of Preferred Shares, may not be interfered with or 
prejudiced without the consent of the holders of the Series | Preferred Shares given by separate resolution passed by 
at least three-fourths of the votes cast at a meeting of such holders duly called for the purpose at which one-third of 
the outstanding Series 1 Preferred Shares are represented. 


DIVIDEND RECORD 


The Company has paid dividends on its outstanding Common Shares during the five years ended December 31, 
1982 and six months ended June 30, 1983 as follows: 


Six months 
ended June 30 Year ended December 31 
1983 1982 1981 1980 1979 1978 
Per'Common Shates.10o eee eeee = — $9.56 $1.00 $1.00 $0.925 


DIVIDEND COVERAGE 


The estimated annual dividend requirements of all series of Preferred Shares outstanding on June 30, 1983 and 
of the Series 1 Preferred Shares to be outstanding will amount to $4,613,000. The consolidated net earnings of 
Westar Mining for the twelve months ended June 30, 1983 before extraordinary items were $57,444,000 which is 
approximately 12.5 times those estimated annual dividend requirements. 

After giving effect to the application of the net proceeds of this issue to reduce Teehednesa the estimated 
annual interest requirements on the remaining consolidated long-term debt of Westar Mining as at June 30, 1983 
amount to $67,777,000. The estimated annual preferred share dividend requirements on a grossed up pre-tax 
equivalent basis using Westar Mining’s effective 1982 consolidated income tax rate amount to $8,479,000. The 
consolidated net earnings of Westar Mining for the twelve months ended June 30, 1983 before extraordinary items 
and before deduction of interest on long-term debt and income taxes were $106,207,000 which is approximately 
1.4 times the sum of those estimated annual interest and dividend requirements of $76,256,000. 

The agreement relating to the U.S. $300 million syndicated credit facility described under **Credit Facilities”’ 
contains restrictions which under certain conditions prevent the payment of dividends on or the repayment of capital 
in respect of any shares in the capital of the Company without the consent of a prescribed majority of the lenders. The 
required majority of the lenders have consented to the payment of dividends and capital repayments on the Series | 
Preferred Shares. 
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ASSET COVERAGE 


. Based on the consolidated balance sheet as at June 30, 1983, the consolidated net tangible assets of Westar 
Mining, after giving effect to this issue are as follows: 


(Thousands) 
RUMERUASSCES crunch ies. ee ee ne eee $ 74,519 
NCIS CICCEDVAD Grn tarigm tres sco ce hart ac s « . eee ee ee ee ne ae ee 6,250 
FING CEASSES Sere hc, oe oe ey coe tt 0 ta, ee ee ee ee ee ee 820,817 
E plovtion andmevelopmenttadvances oe... aaa ee ee neo ee eee ree ke 204,476 
Other, tangiblesassets). es. ees vaveacce. ee ee ee ee 23,388 
1,129,450 
PesseCurrentshabiitics’ oA ack &...<1. Pal ele << Ree eee $.613917 
Long-term debt (including long-term debt 
due within one year and before application 
onthe proceeds; ofcithis-issué)ic0.5.098 o:...6.01.. 2S ee ee ee 715,569 777,486 
351,964 
Estimated net proceeds of Series | Preferréd Shares (thisasste):.- 5.2.70. see os evan 43,215 
Adjusted consolidated net tangible assets before deduction of deferred income taxes................ 393.179 
Megs Me ferred ineome taxes. 2 Cign Sis cute Red .« SUR ee ey ame ne renal. Se ae ee L7Ss012 
Adjusted consolidated net tangible assets after deduction of deferred income taxes ................. Oue220, L067 


The adjusted consolidated net tangible assets before deduction of deferred income taxes and after deduction of 
deferred income taxes are equivalent to 8.8 times and 4.9 times, respectively, the aggregate issue price of all series of 
Preferred Shares to be outstanding after giving effect to this issue. 

The adjusted consolidated net tangible assets amounting to $1,067,533 ,000 before deduction of deferred income 
taxes and long-term debt and amounting to $892,521,000 after deduction of deferred income taxes and before 
deduction of long-term debt are equivalent to 1.5 times and 1.2 times, respectively, the sum of the principal amount of 
long-term debt and the aggregate issue price of all series of Preferred Shares to be outstanding after giving effect to 
this issue and to the application of the estimated net proceeds thereof. 


CANADIAN INCOME TAX CONSIDERATIONS 


In the opinion of Russell & DuMoulin and Ladner Downs the following is a summary of the significant federal 
Canadian income tax considerations arising under the Income Tax Act (Canada) (the *‘Act’’) for Canadian resident 
taxpayers holding Series | Preferred Shares as capital property. Proposed revisions to Regulations under the Act 
relating to Prescribed Securities and Shares have been released which, if enacted, will have retroactive effect and 
may affect certain holders of Series | Preferred Shares; as these proposals are expected to be modified prior to 
becoming law, counsels’ advice concerning them is qualified accordingly. Prospective purchasers are advised to 
consult with their own tax advisors as to their particular income tax situations. 


Dividends 

A shareholder who is an individual will be entitled to a dividend tax credit in respect of dividends on the Series | 
Preferred Shares and such dividends will also qualify for purposes of computing the individual entitlement to the 
$1,000 annual maximum deduction for certain Canadian-source interest, dividends and taxable capital gains. 

A shareholder which is a corporation, other than a “‘specified financial institution’’ (as referred to in subsection 
112(2.1) of the Act), will generally be entitled to deduct any dividends received on the Series | Preferred Shares in 
computing its taxable income pursuant to Part I of the Act. A corporate shareholder which is a ‘‘specified financial 
institution’’ will, under the draft revisions to the Regulations referred to above, be entitled to a similar deduction 
provided that, at the time the dividends are received by the corporate shareholder, the Series 1 Preferred Shares are 
listed on a prescribed Canadian Stock Exchange, and the corporate shareholder, alone or together with persons with 
whom it does not deal at arm’s length, does not receive in the aggregate dividends from the Company in respect of 
more than 10% of the Series | Preferred Shares issued and outstanding at the particular time. Where the **specified 
financial institution’’ does not meet such conditions, the Series | Preferred Shares would constitute “term preferred 
shares’’ (as defined in subsection 248(1) of the Act) to the ‘specified financial institution’’ with the result that 
dividends received by it on the Series | Preferred Shares may not be deductible in computing its taxable income. 


pM. 


Pursuant to the purchase, redemption and retraction attributes attaching to the Series | Preferred Shares, the number 
of outstanding Series | Preferred Shares will be reduced from time to time, and the “‘specified financial institution’’ 
will have to determine whether the above two conditions are satisfied at each particular time. 

Under Part IV of the Act, a shareholder which is a private corporation (as defined in the Act) or any other 
corporation resident in Canada and controlled, directly or indirectly through a trust or otherwise, by or for the benefit 
of an individual or related group of individuals will be subject to a refundable tax of 25% of the dividends received on 
the Series | Preferred Shares to the extent that such dividends are deductible in computing its taxable income under 
Part I of the Act, provided that the Company is not controlled by the corporate shareholder receiving the dividend 
within the meaning of subsection 186(2) of the Act or connected to it. 


Purchase by Company or other Disposition 


The disposition by a Canadian resident of a Series 1 Preferred Share which constitutes capital property in his 
hands to the Company on the open market, or to a person other than the Company, for an amount in excess of (or less 
than) the aggregate of the adjusted cost base thereof and any costs of disposition will give rise to a capital gain (or a 
capital loss) one-half of which will be subject to tax (or deductible against other taxable capital gains and, in the case 
of an individual, to the extent of $2,000 annually against other income). 


Premium on Redemption 


A premium in excess of paid-up capital received on redemption or on repurchase by invitation for tender of a 
Series 1 Preferred Share will generally be included by a shareholder (other than an individual resident in Canada and 
not dealing at arm’s length with the Company, a private corporation or a corporation which would not be entitled to 
deduct the dividend from its taxable income) as additional proceeds of disposition in the computation of his capital 
gains or losses realized upon the redemption or repurchase. To the extent the premium gives rise to a capital gain, it 
may thus qualify for the purpose of computing the individual shareholder’s entitlement to the $1,000 deduction 
referred to above under ‘‘Dividends’’. For the other shareholders, a premium in excess of paid-up capital received on 
redemption or on repurchase by invitation for tender of a Series 1 Preferred Share will be treated as a taxable dividend 
(except for purposes of the $1,000 deduction referred to above under ‘‘Dividends’’). 


Exchange Right 


If the Company elects to create Additional Shares as described under the heading “‘Exchange Option’’, the 
exchange of a Series 1 Preferred Share by the holder thereof for an Additional Share would not constitute a 
disposition thereof and the cost to the holder of the Additional Share obtained by virtue of the exchange of the Series 
1 Preferred Share would be the adjusted cost base to him of his Series | Preferred Share so exchanged. 


DIRECTORS AND OFFICERS 


The following table sets forth certain information concerning the directors and officers of the Company: 


Name and Municipality of Residence Office Principal Occupation 

Enji Haseo* Director Executive Vice-President, Mitsubishi 

Tokyo, Japan Corporation (trading company) 

Bruce Iver Howe** Director, Chairman of the President and Chief Executive Officer, 

Vancouver, British Columbia Board and Chairman of the B.C. Resources (natural resource 
Executive Committee company) 

Lucille Muriel Johnstone* Director Senior Vice-President, Administration 

Langley, British Columbia and Secretary of Rivtow Straits 


Limited (a marine, shipyard, 
aggregates and industrial equipment 


company) 
Gary Keith Livingstone Director and President President of the Company 
West Vancouver, British Columbia 
Hiroshi Ono Director Managing Director, Nippon Kokan 
Tokyo, Japan Kabushiki Kaisha (steel 
manufacturing) 
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Name and Municipality of Residence 


Edwin Charles Phillips* 
Vancouver, British Columbia 


Walter Joseph Riva** 
Vancouver, British Columbia 


Leslie Jack Smith** 
Vancouver, British Columbia 


Robert Chester Stanlake 
Vancouver, British Columbia 


Robert Henry Gronotte 
Vancouver, British Columbia 


Thomas Allan Beckett 
Vancouver, British Columbia 


Robert Henry Brady 
Vancouver, British Columbia 


Robert Francis Chase 
West Vancouver, British Columbia 


Brant Eugene Ducey 
Vancouver, British Columbia 


Gary Ian Stuart Duke 
North Vancouver, British Columbia 


Arthur Ellis Geikie 
Richmond, British Columbia 


William Larry Millar 
West Vancouver, British Columbia 


John Alexander Powell 
Fernie, British Columbia 


Howard George Caldwell 
Sparwood, British Columbia 


Suzanne Kathryn Wiltshire 
North Vancouver, British Columbia 


* Member of the Audit Committee 
** Member of the Executive Committee 


Office 


Director 


Director and Vice-Chairman 
of the Board 


Director, Vice-President and 
Chief Financial Officer 


Director and Vice-President, 
Port Operations 


Senior Vice-President, Engi- 
neering and Capital Projects 


Vice-President, General 
Counsel and Secretary 


Vice-President, Marketing 


Vice-President, Brae and 
Treasurer 


Vice-President, Public 
Affairs 


Vice-President, Government 
Relations 


Vice-President, Human 
Resources and Administration 


Vice-President and Controller 
Vice-President, Coal Mining 
Operations 


Assistant Secretary 


Assistant Secretary 


Principal Occupation 


Director of and Consultant to 
Westcoast Transmission Company 
Limited (an oil and gas transmission 
company) 

Director of B.C. Resources and 


Vice-Chairman of the Board of 
Directors of the Company 


Executive Vice-President, Finance 
and Chief Financial Officer, 
B.C. Resources 


Vice-President, Port Operations 
of the Company 


Senior Vice-President, Engineering 
and Capital Projects of the Company 


Vice-President, General Counsel 
and Secretary of the Company 


Vice-President, Marketing of the 
Company 


Vice-President, Brae and Treasurer, 
B.C. Resources 


Vice-President, Public Affairs, 
B.C. Resources 


Vice-President, Government 
Relations, B.C. Resources 


Vice-President, Human Resources 
and Administration of the Company 


Vice-President and Controller 
of the Company 


Vice-President, Coal Mining 
Operations of the Company 


Controller, Balmer Division and 
Assistant Secretary of the Company 


Legal Counsel and Assistant Secretary 
of the Company 


During the last five years all of the directors and officers have been employed in various capacities by the 
Company or by the companies indicated opposite their names except for: B.I. Howe who prior to November, 1980 
was President and Chief Operating Officer of MacMillan Bloedel Limited and prior to April, 1979 was Executive 
Vice-President, Operations of MacMillan Bloedel Limited; L.J. Smith who prior to April, 1981 was Vice-President, 
Finance of Westcoast Transmission Company Limited; R.H. Brady who prior to November, 1981 was Vice- 
President, Marketing of Fording Coal Limited; R.F. Chase who prior to August, 1979 was Vice-President of Deltec 
Banking Corporation; B.E. Ducey who prior to September, 1981 was Director, Information Services of the 
University of British Columbia; G.I.S. Duke who prior to July, 1979 was Special Advisor to the Honourable Robert 
R. de Cotret, Minister of Economic Development and Trade and prior to May, 1979 was Executive Assistant, Policy 


23 


Adviser to the Honourable Robert K. Andras, President of the Board of Economic Development Ministers and prior 
to January, 1979 was Vice-President, Marketing, Interex Industries Ltd.; A.E. Geikie who prior to January, 1981 
was Vice-President, Personnel of Genstar Cement Ltd.; J.A. Powell who prior to September, 1980 was Branch 
Manager, Sparwood, of Finning Tractor and Equipment Company Limited; and S.K. Wiltshire who prior to March, 
1980 was Legal Counsel and Assistant Secretary of Kaiser Petroleum Ltd. 


REMUNERATION OF DIRECTORS AND OFFICERS 


The following table sets forth the remuneration paid or payable to the directors and officers by the Company and 
its wholly-owned subsidiaries for the year ended December 31, 1982. 


Nature of Remuneration 


Cost of 
Aggregate Pension 
Remuneration Benefits Other 
Diréctors (total numbers 7 eee ee eee oe eee ee $ 10,000 $ — $ — 
Five senior officers receiving largest amount of remuneration: ........... Orel 34,139 — 
Officers with remuneration over $50,000 including the 
fiVENSeHLOr OlMGeLss (tOtal anu bCIamll)) eee rane eee 1,643,651 67,245 oo 


The following directors and senior officers are indebted to the Company with respect to fully secured ten year first 
mortgage loans: Messrs. R.H. Brady, A.E. Geikie, G.K. Livingstone, W.L. Millar, and R.C. Stanlake. The 
mortgage loans are non-interest bearing and the monthly principal repayment is calculated to be the principal 
component of a blended payment which repays a loan over a 25 year amortization at an interest rate of 9% per annum. 
These mortgages are charged as taxable benefits for each individual in accordance with interest rate schedules as 
prescribed by subsection 80.4(1) of the Income Tax Act (Canada). These mortgages have been provided for the 
purchase of principal residences resulting primarily from transfer. The largest amounts of such indebtedness 
outstanding since January 1, 1982 were $250,000, $157,946, $250,000, $174,000 and $146,299, respectively. The 
amounts of such indebtedness presently outstanding are $244,934, $154,577, $248,579, $173,503 and $142,881, 
respectively. 


PRINCIPAL HOLDERS OF COMMON SHARES 


Westar Industries Ltd., a wholly-owned subsidiary of B.C. Resources, both of 1176 West Georgia Street, 
Vancouver, British Columbia, owns beneficially and of record 12,146,530 Common Shares representing approx- 
imately 66.6% of the outstanding Common Shares of the Company. 

Mitsubishi of 6-3 Marunouchi 2-Chome, Chiyoda-Ku, Tokyo 100, Japan owns beneficially and of record 
2,392,000 Common Shares representing approximately 13.1% of the outstanding Common Shares of the Company. 
Mitsubishi and the nine Japanese corporations which are consumers of the Company’s coal collectively own 
6,101,000 (33.4%) of the outstanding Common Shares of the Company. 


INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


The Company sells coal to Mitsubishi under the Balmer Contract. See ‘‘Business of Westar Mining — Markets 
and Sales’’. Mitsubishi owns of record and beneficially 13.1% of the outstanding Common Shares of the Company. 
Mr. Enji Haseo is a director of the Company and a director and Executive Vice-President of Mitsubishi. 

On January 28, 1982, the Company sold its 10% oil and gas interest in the Sable Island area to a wholly-owned 
subsidiary of B.C. Resources for $35 million. Westar Industries Ltd., a wholly-owned subsidiary of B.C. 
Resources, owns of record and beneficially 66.6% of the outstanding Common Shares of the Company. 

For the period January 1, 1982 to December 31, 1982 certain administrative functions, including the manage- 
ment of the Company’s U.K. oil and gas interests, were centralized in B.C. Resources. The Company reimbursed 
B.C. Resources $1,056,000 for costs expended on the Company’s behalf during this period. For the period January 1, 
1983 to June 30, 1983 these same administrative functions were centralized in Westar Industries Ltd. The Company 
reimbursed Westar Industries Ltd. $324,000 for costs expended on the Company’s behalf during this period. 
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MATERIAL CONTRACTS 


The only contracts entered into by Westar Mining within the two years prior to the date of this prospectus, other 
than in the ordinary course of business, which could reasonably be regarded as presently material to the purchasers of 
the Series | Preferred Shares offered hereby are the following: 


1. Agreement dated September 13, 1982 among the Company, Posco and Pohang Steel Canada Limited as referred 
to under “*Business of Westar Mining — Greenhills Operations’’; 


2. Credit agreement dated October 8, 1982 among the Company, certain of its U.K. subsidiaries, Chemical Bank 
as manager and Chemical Bank International Limited as agent for certain other banks providing for a facility of 
U.S. $300 million as referred to under ‘‘Credit Facilities’’; and 


3. Agreement with the Underwriters as referred to under ‘‘Plan of Distribution’’. 


A copy of item 3 referred to above, when executed, may be inspected at the office of the Secretary of the 
Company at 1176 West Georgia Street, Vancouver, British Columbia during ordinary business hours during the 
period of distribution to the public and for a period of 30 days thereafter. 


LEGAL MATTERS 


The matters referred to under ‘‘Eligibility for Investment’’, ‘‘Canadian Income Tax Considerations’’ and other 
legal matters relating to the Series | Preferred Shares will be passed upon at the date of delivery by Russell & 
DuMoulin, on behalf of the Company, and by Ladner Downs, on behalf of the Underwriters. 

As at September 22, 1983 partners of and solicitors associated with Russell & DuMoulin and Ladner Downs 
held, directly and indirectly, 15,516 and 2,387 common shares, respectively, in B.C. Resources, an affiliate of the 
Company. 


AUDITORS, REGISTRAR AND TRANSFER AGENT 


The auditors of the Company are Touche Ross & Co., Chartered Accountants, Suite 700 - 1177 West Hastings 
Street, Vancouver, British Columbia. 

The transfer agent and registrar for the Series | Preferred Shares will be The Royal Trust Company at its 
principal offices in Vancouver, Calgary, Regina, Winnipeg, Toronto and Montreal. 


PURCHASER’S STATUTORY RIGHTS 


Securities legislation in certain of the provinces provides purchasers with the right to withdraw from an 
agreement to purchase securities within two business days after receipt or deemed receipt of a prospectus and any 
amendment. In several of the provinces and territories securities legislation further provides a purchaser with 
remedies for rescission or, in some jurisdictions, damages where the prospectus and any amendment contains a 
misrepresentation or is not delivered to the purchaser but such remedies must be exercised by the purchaser within 
the time limit prescribed by the securities legislation of his province or territory. The purchaser should refer to any 
applicable provisions of the securities legislation of his province or territory for the particulars of these rights or 


consult with a legal advisor. 


i) 
Nn 


REVENUE 
Goal (Note'O)a-cesc ee eae ae 
Interest and other income .......... 


COSTS AND EXPENSES 

Costob, productsusold ayer arent 
General and administrative ......... 
Exploration and related costs........ 
Interest on long-term debt 

QNotes)) See tee ee eee 
Depreciation, depletion 

and amon ZallOne see eee 


EARNINGS FROM CONTINUING 
OPERATIONS BEFORE INCOME 
WAXES Perce eae he eee eeeemet ete 


PROVISION FOR INCOME TAXES 
CNGtes ME) Be eee ees eee ec omee 


EARNINGS FROM CONTINUING 
OPERATIONS 285 Side seer 


EARNINGS FROM DISCONTINUED 
OPERATIONS (Notes C and R)..... 


EARNINGS BEFORE EXTRA- 
ORDINARYSITEMS eames eerie 


EXTRAORDINARY ITEMS (Note P).... 
NEJZBARNINGS eerie eae eee 


WEIGHTED AVERAGE NUMBER OF 
SHARES OUTSTANDING......... 


EARNINGS PER SHARE 
Continuing operations#-s-m eee 
Before extraordinary items ......... 
INGECarnIng Ske tae Aer eet eh as 


WESTAR MINING LTD. 
CONSOLIDATED STATEMENT OF EARNINGS 


Six Months Ended 


Year Ended December 31 
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June 30 
1983 1982 1982 1981 
(Unaudited) 
(Thousands) 
$212,799 $234,678 $430,609 $511,771 
1,388 508 1285 1,797 
214,187 235,186 431,844 513,568 
128,782 1582313 281,370 328,186 
14,686 15,783 28,901 26,199 
617 1,556 2,454 3,398 
552) 3,925 6,398 4,136 
9,740 9,482 18,222 18,231 
154,377 184,059 337,345 380,150 
59,810 Syl TG) 94,499 133,418 
27,600 24,981 43,119 “62,884 
822210) 26,146 51,380 70,534 
32,210 26,146 51,380 70,534 
— 28,112 21,452 — 
$ 32,210 $ 54,258 $ 72,832 $ 70,534 
18,248 18,248 18,248 18,265 
Sey T $1.43 $2.82 $3.86 
$1.77 $1.43 $2.82 $3.86 
$1.77 $2.97 $3.99 $3.86 


1980 1979 
$365,403 $374,298 
11,920 ANG 
Si nays 374,515 
229,076 199,160 
36,005 27,866 
6,024 3,670 
Dea 41,153 
14,387 13,155 
291,469 285,004 
85,854 89,511 
45,926 48,403 
39,928 41,108 
2,468 20,568 
42,396 61,676 
230,428 — 
$272,824 $ 61,676 
19,834 26,956 
$ 2.01 $1.53 
$ 2.14 $2.29 
$13.76 $2.29 


1978 


$333,921 
8,230 


342,151 


167,701 
21,853 
6,528 
7,563 


12,886 


216,531 


125,620 


67,745 


ATP) 


2,311 


60,186 


$ 60,186 


26,822 


$2.16 
$2.24 
$2.24 


CURRENT 


Cash and short term investments 
Accounts receivable (Note D) 
Inventories (Note E) 
Prepaid expenses 


NOTES RECEIVABLE (Note F) 


WESTAR MINING LTD. 


CONSOLIDATED BALANCE SHEET 


ASSETS 


PROPERTY, PLANT, EQUIPMENT AND 


RELATED DEVELOPMENT COSTS (Note G) 
EXPLORATION AND DEVELOPMENT ADVANCES (Note K) 
OTHER ASSETS 


CURRENT 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Banksindebtednessmena sesame ctere tole ae barrios c/s.cieuk Gas sce tnardse «66 aC Ee ea 
AGCOUNS, payable andvaccroed iabilitiess 44ers ae 47 Seer nee ner rear: 
INC OMERAX ST PAy ADEs: \jarcns anecere a: A een casreutrenenateie out cielo a« a2 Ce eRe a MERE erent 


KONGATERINEDE BR TEUNOLGIED) : tyecrncrt scree ete cereiebe ernie -1o ce fee ener tea 
DE RERRED INGO MEBMUAIES © scctsisia ahacails als lore oe nse socio orec-ha\ oy''s CRN Cape naOR Geran stiatoe fone 


SHAREHOLDERS’ EQUITY 
(Notes I, J and S) 


Capital stock 


(Coaimycal QnA glWG..o sclameeandaseacemacvanaanisnd momind eadioe do tuo unde Sar 
Retained Ye arin Sivsemans eet reas so sicic rs syne sin, vs tages srsus esd acs 6 028 Pek eae: ree Ree 


COMMITMENTS AND CONTINGENCIES (Note K) 


Approved by the Directors: 


(Signed) B.I. Howe, Director 


a) 


December 31 


(Signed) W.J. Riva, Director 


June 30 
1983 1982 1981 
(Unaudited) (Restated) 
(Thousands) 
$ 3,421 $ — $ rand 
7,246 20,949 27,473 
58,991 64,416 45,348 
4861 2,240 0 1,901 
74,519 87,605 A722 
6,250 6,250 18,022 
820,817 718,724 451,093 
204,476 176,572 105,501 
23,388 23,024 13,316 
$1,129,450 $1,012,175 $662,654 
$ = $ 2,654 $ 20,410 
55,643 72,915 65,737 
61,917 TIES 27, 98,286 
715,569 639,488 369,422 
1752012 150,417 123,035 
18,248 18,248 18,248 
152232, 155232) 1ay232 
_ 143,472 NN, 263 38,431 
176,952 144,743 71,911 
$1,129,450 S1,012,175 $662,654 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 


BALANCE AT BEGINNING OF 
THE PERIOD 


EXCESS OF DIVIDENDS PAID OVER 
BALANCE IN RETAINED EARNINGS 


BALANCE AT END OF THE PERIOD ... 


BALANCE AT BEGINNING OF 
THE PERIOD AS RESTATED 
(INOtGAR) S72 cae eer oh oe 


NET EARNINGS 


REDEMPTION OF SHARES 
BALANCE AT END OF THE PERIOD .. 


WESTAR MINING LTD. 


Six Months Ended 


June 30 Year Ended December 31 
1983 1982 1982 1981 1980 1979 1978 
(Unaudited) 
(Thousands) 
S5R232 $15,232 $15,232 $59,094 $77,453 $75,120 $74,831 
— — = 264 7,746 Devers} 289 
— —_— —_ — (26,105) — oa 
= = = (458) == = coal 
— — = (43,668) — — — 
SSe232 $15,232 $15,232 S153232 $59,094 $77,453 $75,120 
WESTAR MINING LTD. 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Six Months Ended 
June 30 Year Ended December 31 
1983 1982 1982 1981 1980 1979 1978 
(Unaudited) 
(Thousands) 
$111,262 $ 38,431 $ 38,431 $105,998 $213,843 $179,143 $143,770 
32,210 54,258 TQES32 70,534 272,824 61,676 60,186 
— == — (130,778) (18,223) (26,976) (24,813) 
= = = = (362,446) = = 
= == = (2323) == = <= 
$143,472 $ 92,689 $111,263 $ 38,431 $105,998 $213,843 $179,143 
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SOURCE OF FUNDS 
Earnings from continuing operations . 
Depreciation, depletion 
ANG FAMOrIZatlOninw a, 42.0 Se 


Funds provided by continuing 
OPELAMONS ee wei ace ee 

Funds provided by discontinued 
operations (Note R)....... 


Salerofssubsidtaries: so... sass os 
GapitaleSlOCKMSSueG cenit ae te 
Additions to long-term debt......... 
Sale of Greenhills joint venture 

TLC LES erased ha Seat osne ce ae, 
Sale of oil and gas interest ......... 
Net non-current assets of 

discontinued operations ........ 
(OLIN ns wed PONE oes Be womed oon aek 


APPLICATION OF FUNDS 
Additions to property, plant, equipment 
and related development costs. . . 
Purehase of capital stockj.,......... 
Reduction of long-term debt........ 
Investment in subsidiary ........... 
Exploration and development 
AUVANCES rae 2 ane fe ema cian caja s 
Dividendsapaldin gece) tac eich ae ee 
@theniassets sere we cas ooo nee 


INCREASE (DECREASE) IN 
WORKING GAPIMAI Ej a1 sr wena 


WORKING CAPITAL (DEFICIENCY) 
AT BEGINNING OF PERIOD...... 


WORKING CAPITAL (DEFICIENCY) 
Age N DIOR ERIO Dy o ener tor. veer 


WESTAR MINING LTD. 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Six Months Ended 
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June 30 
1983 1982 1982 
(Unaudited) 

ES PAPA U0) $ 26,146 $ 51,380 
9,740 9,482 185222. 
24,595 24,981 46,053 
66,545 60,609 DSCs 5 
66,545 60,609 115,655 
76,08 1 122,320 270,066 
_— — $4,353 
— 35,000 35,000 
i, 4.714 5,414 
142,683 222,643 480,488 
111,891 153,404 365,750 
27,905 32,484 71,071 
363 1,210 10,025 
140,159 187,098 446,846 
2,524 35,545 33,642 
10,078 (23,564) (23,564) 
$ 12,602 $ 11,981 $ 10,078 


Year Ended December 31 


1981 1980 
(Thousands) 

$ 70,534 $ 39,928 
18,231 14,387 
32,549 10,856 
121,314 65,171 
— 5,359 
12 1ES 4) 70,530 
— 660,257 
= 8,118 
316.569 31,376 
9,918 16,475 
447,801 786,756 
210,819 95,601 
7,922 397,564 
= 322507 
63,917 25,338 
174,446 18,223 
ai Li) 23,478 
458,681 882,711 
(10,880) (95,955) 
(12,684) 83,271 
$ (23,564)  $(12,684) 


1979 


$ 41,108 


IES} 1's) 


21,469 


To? 


31,397 
8,985 


187,196 


116,399 


16,941 


1,870 
26,976 
7,070 


169,256 


17,940 


65,331 


$ 83,271 


1978 


712 


429,612 


421,187 


24,813 
145 


490,098 


(60,486) 


125,817 


$65,331 


WESTAR MINING LTD. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


(Information at June 30, 1983 and for the Six Months Ended June 30, 1983 and June 30, 1982 is Unaudited) 


NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Accounting Principles: 

The company is incorporated under the Company Act of the Province of British Columbia and prepares its accounts in accordance with 
generally accepted accounting principles followed in Canada. Effective June 14, 1983 the name of the Company was changed from B.C. Coal 
Ltd. to Westar Mining Ltd. 


Principles of Consolidation: 
The consolidated financial statements include the accounts of all subsidiaries. The principal subsidiaries are Westshore Terminals Ltd. and 
Westar Holdings (U.K.) Limited. The Greenhills Joint Venture is included using the proportionate consolidation method. 


Translation of Foreign Currency: 

Current assets and current liabilities in foreign currencies are translated at rates of exchange in effect at the balance sheet date. Non-current 
assets and long-term debt are translated at rates of exchange in effect on the dates of the transactions. Provisions for loss from exchange rate 
fluctuations and gains and losses realized on transactions completed during the year are included in earnings. 


Inventories: 

Product inventories are valued at the lower of average cost and net realizable value. Depreciation, depletion and amortization are not 
included in product inventory costs. 

Operating supplies inventories are valued at average cost. 


Property, Plant, Equipment and Related Development Costs: 

Acquisition costs of coal bearing lands are capitalized and depleted over the expected recovery of coal from the property by the unit of 
production method. Coal exploration costs are charged against earnings when incurred. Costs incurred in connection with feasibility studies for 
new mining projects are capitalized and charged against earnings over the life of the mine or-written off when it is determined that the project is 
not feasible. Preproduction and development costs are capitalized and amortized on the straight line basis over the life of each mine. 

Oil and gas activities are accounted for using a form of the full cost method. Acquisition, exploration and development costs, net of 
petroleum incentive program grants, are capitalized and amortized on a unit of production method. 

Plant and equipment is depreciated on a unit of production method. 

Costs of major assets include interest incurred on borrowings during the construction and development period. 

Expenditures for repairs and maintenance of plant and equipment are charged against earnings. Replacements and major improvements are 
capitalized. Costs of assets sold, retired or abandoned and the related amounts of accumulated depreciation are eliminated from the accounts. 
Gains or losses on such dispositions are included in earnings. 


Pension Plans: 
Annual contributions to employee pension plans are charged against earnings. Pension contributions are actuarially determined to include 
amounts necessary to provide for current service and for funding of past service liabilities over 15 years. 


Income Taxes: 

Income taxes are accounted for by the tax allocation method, whereby the provision for taxes is made in the year transactions affect net 
earnings rather than when such items are recognized for tax purposes. Differences between the provision for taxes and taxes currently payable 
are reflected as deferred income taxes. Tax benefits from earned depletion are reflected as a reduction in the tax rate. 


NOTE B — ACCOUNTING CHANGES 


Oil and Gas: 

In 1981 the Company changed its method of accounting for oil and gas exploration and development activities to a full cost method from a 
successful efforts method. If this change had been applied retroactively, it would have increased net earnings and decreased the gains on the 
disposal of oil and gas properties. As a significant portion of the oil and gas properties were disposed of during 1980, this change had no effect on 
retained earnings at January 1, 1981 or on net earnings for the year ended December 31, 1981. 


Depreciation: 

In 1981 the Company changed its method of calculating depreciation on plant and equipment to a unit of production method from the 
straight line method. This change had no effect on retained earnings at January 1, 1981 or on the net earnings for the years ended December 31, 
1978 through 1981. 


NOTE C — DISCONTINUED OPERATIONS 


During 1978 the Company acquired 97% of the outstanding shares of Ashland Oil Canada Limited, a company engaged in the exploration 
and development of oil and gas properties and the asphalt paving business. In early 1979 the Company increased its ownership interest to 100%. 

The Company disposed of the asphalt paving business and the Canadian onshore oil and gas operations in early 1980. Accordingly, 
operating results for the two businesses are reflected in the earnings statement as discontinued operations for the three years ended December 31, 
1978, 1979 and 1980. 
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NOTE D — ACCOUNTS RECEIVABLE 


June 30 
1983 

1 CCR AE eR eee CEN MN he Bo $ 5,144 
SHEEMAUUSHOINE VERtUpesSAler 5: -.. 4 phe etal ee. wes wit n.s Skee ee 636 
Petre le Wace DUVverPT ants aay an ccing  aavig Pes ek ep Oe ore ae 36 
Retundable incame: taXic..casees ons eayne Aan aks ot ee ee ee = 
Current portion: of notes/teceivable 2. o.5. 4. =, oxcnivan o-'og ates snes e 1,430 

$ 7,246 
NOTE E — INVENTORIES 

June 30 

1983 
COA ete uses eras BO Me Qe a Oa ene Ce ee eee $ 34,131 


CO DORAIIE SUPDUES amt uk ah te Ray edna en aeAe > ep coe cn eee 24,860 
Real estate — 


$ 58,991 


December 31 


1982 


(Thousands) 
$ 4,538 
eA 

36 

698 

3,930 


$ 20,949 


1981 


$ 12,361 


10,476 


4,636 


$: 2/473 


December 31 


1982 
(Thousands) 
$ 39,851 
24,565 


$ 64,416 


1981 


$ 13,079 
24,636 
7,633 


Real estate inventory, consisting of land and buildings for employee housing, has been included in property, plant and equipment and other 


assets in 1982 and 1983. 


NOTE F — NOTES RECEIVABLE 


June 30 

1983 

Note receivable, interest at 13 3/4%, principal repayments of 

$2,500,000 on February 22, 1983 and $6,250,000 on February 22, 1985 ........... $ 6,250 
INOtesreceivabless (INOUESE) incre ve arate oh) be nice tues noah areal sts +5 eae enemys een te 1,430 
7,680 
NOSSHECUIKEN LA PON OMe ise hmmm mascrs. «ces el Selecale 95) 2)acn/ see eke.) eee res CRN AME etre ae 1,430 
$ 6,250 


NOTE G — PROPERTY, PLANT, EQUIPMENT AND RELATED DEVELOPMENT COSTS 
June 30 


1983 


Coal 
Byars ies wD ye 8 SOF Pa. hs Calera. a eR ro Ss gy age OI, See ee ON oslo sien h Se Ll $746,334 


Less: Accumulated depreciation, depletion and amortization .................--- 158,866 
587,468 


Oil and Gas 


COS er Fe Pe eee TE eh Hany, POR LE Se cee oe eR her 233,349 
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December 31 


1982 


(Thousands) 


$ 8,750 
1,430 


10,180 
3,930 


$ 6,250 


1981 


$ 8,750 


13,908 


22,658 
4,636 


$ 18,022 


December 31 


1982 
(Thousands) 


$663,774 
149,147 


514,627 


204,097 
$718,724 


1981 


$435,249 
ike ev 


298,017 


153,076 


$451,093 


NOTE H — LONG-TERM DEBT 


June 30 ____ December 31 
1983 1982 1981 
(Thousands) 
South Brae Field Credit Agreement (1983, U.S. $278,579,000; 

1982, U.S. $236;438,000),, Interest at LIBOR: plus 6% to 4%... uss. eee nee eee $339,321 $287,524 $ = 
SoutheBraeikiel dilntenmna Finan Cin Segre eee aren eee ree — — 148,087 
Bankers’ acceptances, with an average interest rate of 9.15% in 1983, 

11539 %eine 1982. wands 15:49 sang OS lye Egan eines een ge sd, Se 333,500 292,000 1313937, 
Revolving bank loans, interest at prime rate to prime plus 4% in 1983, 

prime. rateanglOS2eand OST ceaeecunbexacy scree ants faa eee 13,391 34,581 85,053 
Revolving bank loans (Fr. Francs 55,000,000) 

Interest-at.18.3/ 16% to2O Rl BGo yee ee terete Rec ee ioe na ee 14,677 9,932 — 
CO ne) ieee erate ee er I enn Bie nee fel BAR eR nh eee ie ert de on, at a etch 14,680 15,451 4,345 

$715,569 $639,488 $369,422 


The South Brae Field Credit Agreement is a U.S.$300,000,000 syndicated credit facility secured by fixed and floating charges on the 
interests of the Company’s United Kingdom subsidiaries in the licences, assets and revenues relating to the South Brae Field and is repayable 
from proceeds of production. Repayment of U.S.$175,000,000 is further secured by a Westar Mining Ltd. guarantee which may be released in 
part if certain production and economic criteria are met. The maximum principal payments on the guaranteed portion are U.S.$21,875,000 
semi-annual instalments commencing June 30, 1985. 

The revolving bank loans and bankers’ acceptances are classified as long-term debt at June 30, 1983, due to the availability of term 
financing under various bank credit agreements and the intention of the Company to refinance the debt on a long-term basis. 


NOTE I — CAPITAL STOCK 


The authorized capital of the Company was altered effective June 14, 1983, from 28,000,000 shares of $1 par value each divided into 
27,858,107 common shares and 141,893 special shares to 33,000,000 shares divided into 28,000,000 common shares of $1 par value each and 
5,000,000 Class A Preferred shares of $25 par value each. At June 30, 1983, 18,247,530 common shares were issued and fully paid. 


NOTE J — DIVIDEND RESTRICTION 


The South Brae Field Credit Agreement contains certain restrictive covenants. Under these covenants, the Company is unable to pay 
dividends on shares at December 31, 1982 or at June 30, 1983 (Note S). 


NOTE K — COMMITMENTS AND CONTINGENCIES 


The Company has interests in several licences for the exploration and development of oil and gas in the United Kingdom sector of the North 
Sea. Under the terms of the acquisition of its interests, the Company is obligated to finance an amount, equivalent to its own share of exploration 
and development costs, for another participant under a carried interest obligation. Amounts advanced under the carried interest obligation 
amounted to $177,000,000 (U.S.$146,000,000) at December 31, 1982 and $204,000,000 (U.S. $169,000,000) at June 30, 1983 and are 
repayable with interest solely out of 70% of the net proceeds earned by the participant from commercial production of oil and gas from the, 
licensed areas. Development commenced in 1980 in an area of the Brae Field designated as South Brae in which the Company holds a 7.7% 
working interest. Production commenced in July 1983. The Company’s share of the development costs together with its carried interest 
obligation and including financing costs, is estimated to be $424,000,000. Of this amount, $309 ,000,000 was spent to December 31, 1982 and 
$367,000,000 was spent to June 30, 1983. 

On June 2, 1983 the Company announced it would proceed, through a U.K. subsidiary, to participate in developing the North Brae oil and 
gas field in the U.K. sector of the North Sea. The Company estimates its share of capital expenditures for the North Brae project to be $270 
million with a similar amount required to finance the interest of Bow Valley Exploration (U.K.) Ltd. The advance to Bow Valley Exploration 
(U.K.) Ltd. will be repaid solely from future revenues from Bow Valley’s interests in certain licences in the Brae field. 

On December 29, 1982 the Company sold a 20% joint venture interest in the Greenhills Mine, which is presently under development, to a 
Canadian subsidiary of Pohang Iron and Steel Company Limited of Korea. The Company’s 80% share of the cost of development, including 
financing costs, is estimated to be $276,000,000 of which $217,000,000 has been incurred to December 31, 1982 and $268 ,000,000 has been 
incurred to June 30, 1983. Commercial production of thermal coal commenced in the fourth quarter of 1982 and is expected to commence in the 
fourth quarter of 1983 for metallurgical coal. 

The Company is expanding its port facilities at Roberts Bank which will increase the annual capacity to 22 million tonnes on completion in 
the fourth quarter of 1983. The cost of the expansion, including financing costs, is estimated to be $146,000,000 of which $81,000,000 was 
incurred to December 31, 1982 and $111,000,000 was incurred to June 30, 1983. 


NOTE L — INTEREST ON LONG-TERM DEBT 


Interest on long-term debt in the amount of $22,823,000 in the six months ended June 30, 1983, $53,694,000 in 1982 and $22,293,000 in 
1981 has been capitalized as part of the cost of property, plant, equipment and related development costs. 
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NOTE M — PROVISION FOR INCOME TAXES 
Six Months Ended 


June 30 Year Ended December 31 
1983 1982 1982 1981 1980 1979 1978 
(Thousands) 
Current: 
Federal and provincial income taxes... $ 1,575 2 $ (2,934) $18,692 $26,820 $13,035 $35,330 
British Columbia mining tax ........ 1,430 — _- 11,643 8,250 13,899 13,840 
3,005 = (2,934) 30,335 35,070 26,934 49,170 
Deferred: 
Federal and provincial income taxes . . 18,886 18,611 eRe) Gf SIs 9,399 19,577 16,679 
British Columbia mining tax ........ 5,709 6,370 10,774 4,995 1,457 1,892 1,896 
24,595 24,981 46,053 32,549 10,856 21,469 18,575 


$27,600 $24,981 $43,119 $62,884 $45,926 $48 403 $67,745 


Deferred income taxes result from timing differences between the recognition of expense for income tax and financial statement purposes 
and are summarized as follows: 


Six Months Ended 


June 30 Year Ended December 31 
1983 1982 _ 1982 1981S 1980 1979 1978 
(Thousands) 
DE PreciailOn mer wea accu ianistse wer acieoe $13,579 $15,460 $37,013 $19,855 Si 7alia2 $ 9,016 $ 9,074 
Gapitalizedmnterest ececnt mae ier 11,394 10,767 BPP 8,331 _- -— — 
Exploration and development costs ....... 5,499 4,398 1,760 125093: 1,862 1,833 T5327 
Depletionsbenchitse permet rasan ene (5,420) (5,198) (9,763) (6,988) 2,562 11,530 3,047 
ossrearry, fonwandtancs a. aclave iss .scves — = (3,580) — — — — 
(OUST ee Beal 9 Oe eh ance at Pa ee (457) (446) (1,099) (842) (740) (955) (873) 


$24,595 $24,981 $46,053 $32,549 $10,856 $21,469 $18,575 


Statutory federal and provincial 
MC OMe DAK tAte wnt ra eraser ete tera 52.0% 52.0% 52.0% 52.0% 51.0% 51.0% 51.0% 
Increase (decrease) resulting from: 
Non-deductible payments to 
provincial governments for 
mining taxes, royalties and 


muneral landstaxXs sc. s ne. eevee 14.4% 16.9% 15.2% 14.4% 13.8% 20.9% 14.6% 

Federal resource allowance.......... (8.9%) (10.4%) (9.9%) (9.0%) (8.6%) (13.5%) (9.5%) 
Bamedsdepletione asus s. eerie (10.1%) (10.6%) (10.3%) (9.7%) (3.8%) (4.2%) (.9%) 
Federal surtax and othe .......05...0.% (1.3%) 6% (1.4%) (.6%) 1% (.1%) (1.3%) 
PAE CILV la Kamal chp vapsrotueteekonetires riniscs Gr eure 46.1% 48.5% 45.6% 47.1% 53.5% 54.1% 53.9% 


The Company has accumulated earned depletion benefits of approximately $19,000,000 at December 31, 1982 and at June 30, 1983 and 
investment tax credits of approximately $10,000,000 and $8,000,000 at December 31, 1982 and June 30, 1983 respectively which are available 
to reduce future income taxes. The investment tax credits will expire in 1987. 


NOTE N — PENSION PLANS 


The Company has pension plans for hourly and salaried employees. At June 30, 1983 and December 31, 1982, the unfunded past service 
liability amounted to $4,515,000. 


NOTE O — RELATED PARTY TRANSACTIONS 


The Company sells metallurgical coal under a long-term contract extending through March 31, 1985 to Mitsubishi Corporation for resale to 
nine Japanese corporations. At December 31, 1982 and June 30, 1983, Mitsubishi Corporation together with the nine Japanese corporations 
owned 33.4% of the Company’s outstanding common shares. The parties have commenced negotiations to extend the contract beyond 1985. 
Sales to Mitsubishi Corporation amounted to 54% of the Company’s coal revenues in the six months ended June 30, 1983, 63% in 1982, 55% in 
1981, 66% in 1980, 69% in 1979 and 71% in 1978. ‘ 

Pohang Iron and Steel Company Limited of Korea purchases metallurgical coal from the Company under long-term contract. Sales under 
this contract amounted to 24% of the Company’s coal revenues in the six months ended June 30, 1983, 20% in 1982, 18% in 1981, 15% in 1980, 
12% in 1979 and 8% in 1978. 7 Pee 

d The Company sold its oil and gas working interest in the Sable Island area to a subsidiary of British Columbia Resources Investment 


Corporation in 1982 for $35,000,000. British Columbia Resources Investment Corporation owns 66.6% of the common shares of the Company. 
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The Company reimbursed British Columbia Resources Investment Corporation and one of its subsidiaries, $324,000 in the six months 
ended June 30, 1983, $1,056,000 in 1982 and $459,000 in 1981 for the cost of certain centralized management and administrative services. The 
Company also paid fees of $219,000 in the six months ended June 30, 1983, $574,000 in 1982 and $330,000 in 1981 to British Columbia 
Resources Investment Corporation for a loan guarantee. 


NOTE P — EXTRAORDINARY ITEMS 


Gain on sale of oil and gas working interest in Sable Island area 


(including deferred income taxes of $16,331,000) 


Provision for loss on Note Receivable (net of provision 


for income tax recovery of $2,340,000) 


Gains on sale of asphalt paving and materials business and Canadian 


onshore oil and gas operations (net of income taxes of $59,441,000) 


NOTE Q — SEGMENTED INFORMATION 


Revenue: 
Coal 


Earnings: 
Operating profit (loss) 


Coal ee sks oats. eee 
Oilcand: aS peter pe eee 


Less: interest on long-term debt...... 


Earnings from continuing operations 
before income taxes and 


OMOEA, WETS co o5co0 opm cae 


Depreciation, depletion and amortization: 


COdMP are «Sehr ck ery te ee 


(Ca aa eae. Oa eee 


Other, ata oe ae 


COA it contr eee cose eer 
Oil-and: Gast UK eee eee 


Discontinued operations ............ 


Year Ended December 31 


1982 1980 
(Thousands) 
te! APR er «tt Wales $28,112 $ _ 
St ee ee ee Re oe ee cet (6,660) a 
Tos by.\ Sa Waren eae ee _- 230,428 
$21,452 $230,428 
Six Months Ended 
June 30 Year Ended December 31 
1983 1982 1982 . 1981 1980 1979 1978 
(Millions) 

Sillion®) $ 148.0 CS PPA) $ 283.9 $ 241.0 $ 260.1 She WEISS 
54.0 43.6 86.6 94.4 a? 46.7 25,6 
36.2 36.2 59.6 118.8 60.0 56.4 61.3 
Ga 6.9 WPS 14.7 2 ihihl 9.3 
1.4 5) Le? 1.8 11.9 ED, 8.2 
Nea Se 230K2 $ 431.8 $ 511356 SS SILAS SeeoAeS $ 342.2 
$ 60.4 $ 9520 $ 100.9 SS SYS See Orel By de Se lsi7e2 
ne ae —_ = (5.2) (GES) (4.0 
60.4 55.0 100.9 ies 91.9 130.7 13-2 
6 3.9 6.4 4.1 6.0 41.2 7.6 
$ 59.8 SeeeSei $ 94.5 Sele se4 $ 85.9 $ 89.5 $ 125.6 
$ 9.7 $ OS See See Selon: $ 614.4 Se My? $ 12.9 
Sy aT $1288 $ 292 Cae Bes) $ 47.6 $ 38.4 Ryne Pie) 
29.2 30.3 W 76.7 24.2 1.9 == 
— _- 5.6 19.3 16.1 9.3 
= — — — 4.5 60.0 9.5 
Sy HAS) S sara $ 365.8 $ 210.8 $ 95.6 $ 116.4 $ 44.0 
$ 691.6 Sms $ 631.5 $ 393.6 S215 S23 al $ 224.4 
AOE) 284.7 365.5 221.4 80.6 31.4 — 
152. [Loy IS”? ATM: BBS 29.8 14.3 
Ls eee ee — — 647.6 628.0 

$1,129.5 $ 822.2 $1,012.2 SOO Z al $ 434.6 $ 945.9 $ 866.7 


NOTE R — PRIOR PERIOD ADJUSTMENT 


As a result of income tax reassessments applicable to 1978, income from discontinued operations and net earnings have been reduced by 


$1,958,000. Retained earnings and working capital at December 31, 1978 have been reduced by the same amount and subsequent financial 
statements have been restated accordingly. 


NOTE S — SUBSEQUENT EVENTS 


(a) On July 28, 1983 the Company received consent to exclude dividends on the $2.5625 Cumulative Redeemable Class A Preferred Shares, 
Series | from the restrictive dividend covenant in the South Brae Field Credit Agreement. 


(b) On September 28, 1983, the Board of Directors of the Company designated 1,800,000 Class A Preferred shares as $2.5625 Cumulative 
Redeemable Class A Preferred Shares, Series 1, with retraction privilege and exchange option. On September 28, 1983 the Company 


entered into an agreement providing for the sale to underwriters of 1,800,000 $2.5625 Cumulative Redeemable Class A Preferred 
Shares, Series 1. 
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AUDITORS’ REPORT 


The Directors 
Westar Mining Ltd. 

We have examined the consolidated balance sheets of Westar Mining Ltd. as at December 31, 1982 and 1981 
and the consolidated statements of earnings, contributed surplus, retained earnings and changes in financial position 
for each of the years in the five year period ended December 31, 1982. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the Company as at 
December 31, 1982 and 1981 and the results of its operations and changes in its financial position for each of the years 
in the five year period ended December 31, 1982, in accordance with generally accepted accounting principles 
applied on a consistent basis. 


Vancouver, British Columbia 

June 28, 1983 

(Signed) Touche Ross & Co. 
(except for Note S for which the date is September 28, 1983) Chartered Accountants 


COMMENTS ON UNAUDITED 
INTERIM CONSOLIDATED FINANCIAL INFORMATION 


The Directors 
Westar Mining Ltd. 

We have reviewed the unaudited interim consolidated financial information comprising the consolidated 
balance sheet of Westar Mining Ltd. as at June 30, 1983 and the consolidated statements of earnings, contributed 
surplus, retained earnings and changes in financial position for the six months ended June 30, 1983 and June 30, 
1982. Our review, which was made in accordance with standards established for such reviews, consisted primarily of 
enquiry, comparison and discussion. 

We have not performed an audit and consequently do not express an opinion on this interim consolidated 
financial information. The most recent audited consolidated financial statements issued to shareholders on which we 
have expressed an opinion were for the year ended December 31, 1982. 


Vancouver, British Columbia 
September 1, 1983 

(Signed) Touche Ross & Co. 
(except for Note S for which the date is September 28, 1983) Chartered Accountants 
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CERTIFICATES 
Dated: September 28, 1983 


. The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by 
this prospectus as required by Part 7 of the Securities Act (British Columbia), by Part 8 of the Securities Act 
(Alberta), by Part VIII of The Securities Act (Saskatchewan), by Part VII of The Securities Act (Manitoba), by Part 
XIV of the Securities Act (Ontario) and by the respective regulations thereunder, and by Section 13 of the Securities 
Act (New Brunswick). This prospectus, as required by the Securities Act (Quebec) and the regulations thereunder, 
does not contain any misrepresentation likely to affect the value or the market price of the securities to be distributed. 


(Signed) G.K. Livingstone (Signed) L.J. Smith 
President Vice-President and Chief Financial Officer 


On behalf of the Board 


(Signed) B.I. Howe (Signed) W.J. Riva 
Director Director 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain disclosure of 
all material facts relating to the securities offered by this prospectus as required by Part 7 of the Securities Act (British 
Columbia), by Part 8 of the Securities Act (Alberta), by Part VIII of The Securities Act (Saskatchewan), by Part VII 
of The Securities Act (Manitoba), by Part XIV of the Securities Act (Ontario) and by the respective regulations 
thereunder, and by Section 13 of the Securities Act (New Brunswick). To our knowledge, this prospectus, as required 
by the Securities Act (Quebec) and the regulations thereunder, does not contain any misrepresentation likely to affect 
the value or the market price of the securities to be distributed. 


McLEOD YOUNG WEIR LIMITED PEMBERTON HOUSTON WILLOUGHBY 
INCORPORATED 
By: (Signed) W. David Wilson By: (Signed) D.R. Steele 


The following includes the name of every person having an interest either directly or indirectly to the extent of 
not less than 5% of the capital of: 
McLEOD YOUNG WEIR LIMITED: A.G.E. Taylor, T.E. Kierans, EB. Farrill, D.T.C. Moore, T.R.W. Crawford, 
C.D.G. Hackett, A.D. Massey, D.F Sullivan, J.S.A. MacDonald, W.D. Wilson, W.J. Bennett, K.M. Edwards, 
I.W. Delaney, W.J. Corcoran and Shearson/American Express Inc. 
PEMBERTON HOUSTON WILLOUGHBY INCORPORATED: W.R. Wyman, ER. Wright, M.M. Ryan, 
D.N. Alexander, G.H. Walker, R.M. Thompson, W.D. Ebbels, T.M. Ohashi, M.B. McManus, PV. Chernov and 
R.E.T. Goepel. 


| a > 
- 


: : oe ese 7 
ee 


’ 
ea d 


iad a -> 
: 


«Ss 


, 


; = 
7 > . ts o« a 


